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PRODUCTS 


Johns-Manville Reports 
Inereased Production 


Expansion program brings results 


in helping meet nation’s needs 


REATER production of building and industrial 
“he materials was the big accomplishment of 
Johns-Manville in the record year 1947. 

Production of badly needed items was 11% to 5 
times that of pre-war 1940. 

Two new plants were completed and put into 
operation. 

Two other plants were started and will be pro- 
ducing in 1948. 

More than a thousand separate improvement and 
expansion projects were completed in 16 plants 
across the country. 

These were some of J-M’s efforts to increase the 
supply of goods needed to help offset shortages. 


Reeord Sales 


Sales were $134 million compared with $92 mil- 
lion in 1946. 


Profits were 7'o cents per dollar of total sales. 
P 


More Employes 


Employes numbered 18,500 compared with 15,800 
in 1946. 


Higher Payrolils 
Payrolls amounted to $5314 million compared 
with $3914 million in 1946. 
Expanded Research 
Additional buildings were rising at the new J-M 
Research Center, biggest of its kind in the world. 
Moderate Price Increases 


Moderate price increases were required to help 
offset skyrocketing costs of production. But aver- 


age prices of Johns-Manville building materials 
since 1941 have increased less than half as much 
as has the average for building materials in general. 


J-3M°s Annual Statement 


Here are the highlights of Johns-Manville’s an- 
nual statement for the year 1947:* 


TOTAL INCOME........... $134 million 
For all costs 

(except as shown below) ....... $ 63 million 
To employes for 

salaries and wages......... $ 5344 million 
To government for taxes..... $ 8% million 


To stockholders in dividends.$ 414 million 
Reinvested in the business....$ 514 million 


*% Earnings after taxes were $3.23 per share of 
common stock after adjustment for a three-for- 
one split of the common stock in May, 1947. 


*% Taxes were equivalent to $2.87 per share of com- 
mon stock. 
1 1 1 


Johns-Manville will continue to do everything pos- 
sible to meet the demands for building and indus- 
trial products and to provide greater value for the 
consumer dollar. 


in 


CHAIRMAN OF THE BOARD 
JOHNS-MANVILLE CORPORATION 


*Those desiring more complete information should refer to a booklet 
containing the formal Annual Report to Stockholders which we will 
be glad to furnish on request. Address: Johns- Manville Corporation, 
22 East 10th Street, New York 16, N. Y. 

















Ki 
Bt 
Au 
CI 


Cof 
Co 
Sec 
we 

Pla 
sec 


SESS 
sen 


7 
full 


E 
Lon 














Mt 

















THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 
Member of Audit Bureau of Circulations 


Vol. 81, No. 11 February 28, 1948 


The Ticker Pulishing Company 1s affiliated by common ownership with the 
Investment Management Service and with no other organization. It publishes 
The Magazine of Wall Street and Business Analyst, issued bi-weekly; The 
Investors Guide, Adjustable Stock Ratings, issued monthly; and The Investment 
and Business Forecast, issued weekly. Neither the Ticker Publishing Company 
nor any affiliated service or publication has anything for sale but information 
and advice. No securities or funds are handled under any circumstances for any 
client or subscriber. 








CONTENTS 
PAGE 
Bresso) eel OAT (11 a EEN SPR MeN Re nme Oo TR at 567 
As I See It . 
569 


By Fert Gite 
Market Facing Additional Tests ; 
3y A. T. Miller seas a 


The Problem of Financing l’urther Business [-xpansion 























Ee <1 omnia penene erence even ores mr ines a 572 
What Year-End Statements Reveal for 1948 a 
| OS  , Patrerenenmenenntenem neem ns enone esnnnenTera rT nes 575 
Realistic Study of the Race Between Prices & Wages a 
ieee . 578 
Happening in Washington ; 
We cde le tedaricnn sins lienheiioen siete amano nanee 580 
NSA N GO Ow Ee eSSi sastisne Sire Recta eile accnstits wl visiaa pectactasdd cries 581 
Test of Bretton Woods 
i II scsi cdepiinssitenincitsahinmesn wits baal 583 
1948 Reappraisals of Security Values, Earnings & Dividend ‘aot 
PEE CEE) Gc dcenndincns eae 585 
Electrical Industry 
OO Ne i cts d i cendnadeecnecnsapaiaeomeesiioticel 586 


Promise vs. Results for Rail -;quipments 
. &o® 
By George Merton LOT OEE: 
Another Good Year for Farm :quipments ? 








eg oa 590 
The Outlook tor Office Equipments : 
De Wee RCL Rvsdite Gis SGN ESE OVEN es acetone esas Riles Mat as cds ele badaadstdeladiviavtcbe 592 





How Far Can the Building Boom Go ? 

By Stanley Devlin is icscniceaencien Se 
Comparative Study of A.O. Smith & U.S. Pipe 

By H. S. Coffin 597 
NRL On ene Ee ene eT EE ee 600 

















I i ID ii ath ict aac atari aaslillsicsase ah 602 
|e Ea ele PIC aCe I AA TOE Le NCTE 603 
ne See, Re cen OE men Een NTT S 604 





Pommvenmeed thee WY corked witha Porat Lyons isis eseeesnsestedsnscnvasioisnncrcnsen 609 
Chart Credit (pages 598-599) 
I*. W. Stephens, 15 William St... N.Y. C. 
Cover Photo by Cater pillar Tractor Co. 





Courts, 1947, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 
C. G. Wyckoff, President and Treasurer; Eugene J. Foley, Vice President ; Arthur G. Gaines, 
Secretary. The information herein is obtained from reliable sources and while not guaranteed 
we believe it to be accurate. Single copies on newsstands in S. 50 cents; Canada,55 cents. 
Place a standing order with your newsdealer and he will secure copies regularly. Entered as 
second-class matter January 30, 1915, at P. O. New York, Act of March 3, 1879. Published 
every other Saturday. 


SUBSCRIPTION PRICE—$12.50 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to your new address. 


EUROPEAN REPRESENTATIVES — International News Co., Ltd., Breams Bldg 
London, B. C. 4 England. 
Cable Address—Tickerpub 











_<encsnmea 








FEBRUARY 28, 1948 





(About Tomorrow's Income) 


“Typical Manufacturing? I own 50 
shares of that. Bought ’em in 1943. 

“Oh sure,I knowit’s down a few 
points now, but as long as the divi- 
dends keep rolling in, I should 
worry. Buy ’em and forget about 
"em. That’s my motto. 

“Their last report? Yes, I got it. 
It’s around the house someplace. 

“No, I didn’t notice that. But 
then a lot of firms are hard up for 
working capital nowadays. 

“Been losing business to Amer- 
ican Manufacturing, Huh? Hm- 
m-m, I didn’t even know American 
had moved into that field. Where 
did you pick that up? 

“Oh, I didn’t know you did busi- 
ness with Merrill Lynch. Saw a 
couple of their reports once. 
Looked like pretty straight stuff. 

“You say they’ve got a special 
study on Typical, eh. Well, I’d sure 
appreciate it if you asked them to 
send it to me. But wait a while, I’ll 
drop in there myself. I’ve got three 
or four other things I’d better ask 
them about. Can’t be too careful to- 
day with everything changing so.” 


Glad to see you anytime. Help- 
ing people keep up to date on the 
facts about their individual com- 
panies is a basic part of our busi- 
ness. That's why we maintain a 
large and well-trained Research 
Department. We're happy to put its 
facilities at your disposal. No 
charge, of course. Just write... 


Department T-5 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 93 Cities 
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BRITISH INDUSTRIES FAIR 





LONDON and BIRMINGHAM 





On May 3rd 1948, when the British 
Industries Fair opens, buyers from all 
over the world will have an opportunity 
of inspecting the products of 3,000 United 
Kingdom manufacturers. 

This annual event is the world’s larg- 
est national trade Fair. Such is its size 
and importance that you are urged to 
come yourself. You are assured of per- 
sonal contact with actual manufacturers 


1948 


MAY 3-14 


or sole selling agents and you will find 
exhibits carefully grouped by trades so 
that comparisons may be made quickly. 
Above all you will see new achievements, 
new methods of manufacture and new 
ideas all executed with superb crafts- 
manship. 

This is your only opportunity in 1948 
to review within a few days the achieve- 
ments of 87 United Kingdom industries. 


For information and assistance you should apply to the nearest British Embassy, Legation or Consulate. 
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The Trend of Events 


WHITHER PRICES? ... The price puzzle, if any- 
thing, is getting more confusing, at least as far as 
the more immediate outlook is concerned. There is 
little doubt that a turning point in price inflation 
is at hand; but those who want to know whether 
the overall price structure—in the more immediate 
future—is headed up or down had better keep an 
eye on steel. 


While food and cotton prices slumped, steel prod- 
ucts have been quietly firming and finally steel pro- 
ducers accounting for the bulk of the nation’s out- 
put formally boosted prices of semi-finished prod- 
ucts by $5 to $7 a ton. Finished steel prices, for the 
time being, were left unchanged, thus the boost will 
hit primarily non-integrated steel firms which buy 
semi-finished products from the big integrated com- 
panies. And. the smaller concerns say that they can- 
not take it, that they have to raise prices on finished 
products—the kind that manufacturers need to 
make consumer goods. 


In the end of course, boosting semi-finished prices 
will make for higher prices all around, including 
the prices of manufactured articles containing steel 
in any form. Thus while the consumer may expect 
cheaper food, perhaps even cheaper cotton goods, 
he may have to pay more for his new automobile, 
for that new washing machine or refrigerator that 
he is intending to buy. Higher prices of durable 
goods, in short, are likely to offset at least part of 
the savings arising from the downtrend in food 
costs. 

What’s more, rising steel prices are bound to 
have an effect on steel wages; the latter in turn 


usually set the wage pattern for organized labor. 
Higher steel prices, on top of the price boosts that 
already occurred, will eagerly be seized upon by the 
steel unions to bolster their wage case which rests 
importantly on steel company earnings. A vicious 
circle appears to have been started that may nullify 
a good deal of the price correction under way else- 
where. It is unfortunate, to say the least, that it 
had to come at this particular moment when infla- 
tionary trends seemed to be getting under control. 


ARE FARMERS HURT? .... We read much these days 
about the impairment of agricultural purchasing 
power resulting from the slump in farm commodity 
prices, with the suggestion that the bloom is off the 
lucrative farm markets now that buying caution is 
likely to supersede the liberal spending that was a 
natural outgrowth of agricultural affluence. The big 
question is, of course, how much are farmers hurt and 
how much will they be hurt? 


Undoubtedly, with farm prices shrinking, farm 
income will be less. But farmers have fared rela- 
tively better than the rest of the population in 
recent years. They collected some $30 billion from 
the sale of their ouput and from the Government 
last year alone, which was by far the largest farm 
income in history. It was 18% larger than the farm 
income of 1946 and three times that of 1939. As 
late as last January, the prices which farmers re- 
ceived for their products were more than three 
times those of 1914, whereas the prices they paid 
for the goods they bought had gone up not much 
more than two and one-half times. This meant that 
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une goods farmers produced brought them some 
20% more of the goods they wanted than in the 
period before Worid War I. Also, whereas they 
received less than eight percent of the national 
income in 1939, they obtained more than 11% last 
year, and it was a greatly swollen national income. 
It is evident that farmers have done exceedingly 
well. What’s more, they are likely to remain quite 
prosperous even at a moderately lower level of 
farm prices. 

One reason for the latter assumption is that tax 
savings will offset a goodly part of the prospective 
income loss in a good many cases; this may consti- 
tute a substantial cushion. Another is that farmers 
have every incentive to produce large crops this 
year which, at reasonable prices, they will have no 
difficulty in marketing. Even should farm income 
drop 10% to 20% from the historic 1947 peak, it 
would still be larger than that of any previous year 
except the last two or three. 

Also, even declining price trends are not without 
safeguards or offsetting elements. With Govern- 
ment price supports mandatory on this year’s crops, 
the immediate effect of a price downtrend is bound 
to be less than would otherwise be the case. Gov- 
ernment support at 90% of parity will see to that. 
And lastly, any extended drop in farm prices is 
bound eventually to result in lower prices of the 
things the farmer buys. 

There are other elements of strength in agricul- 
ture’s position, apart from indicated continuance of 
a relatively high level of farm income despite lower 
prices. Farmers have accumulated unprecedented 
liquid savings that will sustain their buying power. 
Farm debt is exceptionally low, somewhere around 
$5 billion, while after the last war it hit a high of 
$1034, billion. Some money may be lost on high- 
priced land purchased, but it won’t be anything like 
what happened in the Twenties. Overall, the De- 
partment of Agriculture estimates that the farmers’ 
equities in their farms are worth twice as much as 
in 1939 as a result of higher land values, large 
investments in improvements and the reduction in 
mortgage debt of some 20%. 

In short, the economic position of American agri- 
culture should remain quite strong, even if farm 
prices should soon return to their prewar relation- 
ships to other commodity prices which they have 
outrun by a considerable margin. We concede, how- 
ever, that operating costs may not go down pro- 
portionately in the nearer future. Here is where 
farmers will perhaps experience their greatest 
squeeze. If so, we cannot—as some do—visualize 
for instance an impending drop in farm equipment 
sales. Rather, the trend towards farm mechaniza- 
tion should accelerate to minimize the squeeze. 

For a time perhaps there may be some “psycho- 
logical” retrenchment in farm buying but we doubt 
that it will last long or be very pronounced unless 
there is far greater deterioration of the farm price 
= than can reasonably be foreseen at this 

ime. 


DUTCH-HELD SECURITIES . . . Decision of the Dutch 
government to cut down imports of goods from 
this country, and to requisition and sell American 


securities held by Dutch citizens should do much to 
dispel some of the doubts that seem to be assailing 
a good many Americans confronted with the stag- 
gering aid requirements of the European Recovery 
Program. The case for European aid has been con- 
vincingly stated by its proponents, official and un- 


official, but the Dutch action further tends to sup-f 


port it. 

Europe has long limited imports from this coun- 
try to the amount of dollars given it for such pur. 
poses, but the Dutch now propose to go further, 
Not only will they slash imports from the dollar 
area to conserve their dollar and gold resources, 
but they will strengthen the latter in the only pos- 
sible way they can. In doing so they are setting an 
example worth emulating by other needy European 
countries whose nationals likewise hold extensive 
assets in this country. 

If the Dutch have now decided to sequester and 
sell their citizens’ dollar securities holdings, this 
points up not only their willingness to help them- 
selves but also the dire need for immediate steps to 
keep their economy. going. This need of course 
exists in all ERP countries; the Dutch action merely 
highlights it, all the more, since the sale of their 
securities is likely to occur at far from peak prices, 


It is estimated that some $500 million are in- 
volved. Liquidation will be gradual, in line with the 
conservative attitude the Dutch are known to have 
in financial and business matters. Undoubtedly 
there is enough investment capital in this country 
to absorb these holdings if prices are right. 


It is known that the Dutch are heavy holders of 
American railroad shares. Also, it is reported that 
as of December 31, they held 259,526 shares of U.S. 
Steel common and 15,526 of U.S. Steel preferred, 
among other industrial holdings. 


CREDIT CONTROL AND MARSHALL PLAN COST 
. A recent proposal to apply $3 billion of Mar- 
shall Plan costs against this year’s Treasury surplus 
has merit both from a budgetary and political view- 
point but it might seriously impair the Govern- 
ments’ ability to check inflation with existing 
powers. Of course, in view of the latest price de 
velopments and the resultant shift from inflationary 
to deflationary thinking, impairment of such ability 
may not be viewed with too much concern by many. 
Yet it may become a factor of real importance. 


Utilization of its budget surplus to retire matur- 
ing Treasury obligations held by the Reserve banks 
is the Administrations’ strongest weapon to check 
further credit expansion. Impounding $3 billion of 
the surplus of the current fiscal year to finance 
Marshall Plan requirements during the ensuing fis- 
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cal year would not only blunt this weapon but 
virtually halt further debt reduction out of the 
budget surplus. What’s more, it might require 
more active support of the Government bond mar-f 
ket where the debt retirement program has acted 
as a strong sustaining influence. 


Hence care should be taken how this plan is ap-JArmed 


plied, if it is approved by Congress. As long as the 
fund is being used in a manner that will reduce 
bank reserves, no harm will be done. 
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Qn this country, we have always justly 
prided ourselves on the advantages and achieve- 
ments of the American free enterprise system. 
From every viewpoint, but particularly when we 
consider the great benefits it has bestowed on the 
American people, it has proved by far the most effi- 
cient—bar none. 

In the face of a consistent world trend towards 
socialization, this 
feeling has persisted 
strongly. The more 
we see of the eco- 
nomic floundering of 
foreign countries af- 
flicted with the na- 
tionalization virus, 
the more convinced 
we become of the 
superiority of our 
own competitive sys- 
tem untrammeled by 
‘regimentation and 
Government regula- 
tion. Facts speak 
louder than words. 
While nationalization 
abroad has created 
new and grave prob- 
lems making for pro- 
gressive economic de- 
terioration, our free 
economy has become 
the strongest anchor 
bilityg'2 a tempestuous 
nany. | World. Little wonder 
.e, |that we are inclined 
perhaps to feel rather 
smug about the way 
we managed to pre- 
serve a free economy. > 
Even today, as we 
watch countries 
abroad implementing 
me plan after another to socialize industries, our 
general attitude is: It cannot happen here! 

But we better feel not too sure about it. It may 
ppen. While many may not realize it, the first 
step towards nationalization of industry has already 
been taken. The Shafer bill, approved by the House 
is ap-fArmed Forces Sub-Committee — if enacted would 
1s thefPut the entire American rubber industry under 
educepPermanent Government control. 
The bill, as written, would perpetuate Govern- 
ment control of the rubber industry, would control 
and regulate production, manufacture and research. 
1948 | It would create a rubber czar with power to exercise 
‘llocation, specification and inventory controls of 
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“YOU DID IT” 
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With Apologies to Marcus in New York Sunday Times 


As g S02 OL | BY ROBERT GUISE 


IT CAN HAPPEN HERE 


natural as well as synthetic rubber, and of products 
containing these raw materials, regardless of any 
change in rubber supply. The Government would 
operate our synthetic rubber plants. In short, if the 
bill becomes law, it will subject the rubber industry 
to more far-reaching controls than ever imposed on 
any industry in peace-time. 

Thus the Shafer bill, while embodying a long 
sought national rub- 
ber policy, if enacted 
would also mark the 
first step towards na- 
tionalization of in- 
dustry in this coun- 
AN ' try. And it can hap- 

HAA RAE pen, unless American 
business succeeds in 
impressing on Wdsh- 
ington that while a 
national rubber poli- 
cy is needed in the 
interest of military 
security, it need not 
be sought along the 
lines of nationaliza- 
tion. Once we begin 
to tread this path, 
there is no telling 
where we end up. 

We may better ap- 
preciate this thought 
when we recall the 
huge synthetic oil 
program recently 
proposed by Secre- 
tary of the Interior 
Krug. This, too, is a 
Government pro- 
gram, calling for 
Government creation 
of a huge new indus- 
try that some day 
may become a direct 
competitor of our established oil industry. Under 
propitious conditions, and these can always be cre- 
ated if the urge is strong enough, it might be only 
a short step—at some time in the future—from a 
Government-sponsored and Government-run syn- 
thetic oil industry to nationalization of the entire 
oil industry. 

If the trend towards industry nationalization in 
this country should ever gain momentum, its be- 
ginning will date back to the day on which a Repub- 
lican Congress of a Democratic Administration 
enacts the Shafer Bill in its present form. “Who 
did it?” might then make an interesting argument in 
trying to assess responsibility. 
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Market Facing Additional Tests 


WE BELIEVE: The market flattened out over the last fortnight, but with 
the industrial list left to its previous bear-market low. A basis for more 
than minor rally is not apparent, and further downside tests are likely. 
The business outlook has become definitely clouded. Our investment 
policy, long cautious, remains no less so. 


By A. T. MILLER 


oe about six weeks of decline, which 
took the Dow-Jones industrial average down close to 
its previous bear-market lows, the market has done 
nothing of significance either way during the past 
fortnight. There was a minor rally, on light 
volume, from February 10th to February 18th. The 
bulk of this was cancelled under renewed selling last 
week, but with volume inconsequential and with pres- 
sure appearing to let up in the final two sessions prior 
to the lengthened holiday week-end. 

This leaves the industrial average hovering pre- 
cariously near the old double-bottom of approximate- 
ly 163 made in October of 1946 and duplicated, with- 
in a matter of a few cents, last May. The Dow utility 
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average has made a new bear-market low by a small f acter 
margin. So far, however, the railroad average has J starte 
held above the intermediate support levels of late fand lo 
1947, which means, of course, that if there is to be a f prices 
test of the old bear-market low in rails it is for the} far mw 
future. There is no indication of it up to this} than 
writing. tured 
Our weekly index of 312 stocks, and the indexes fcertai) 
of 100 high-price and 100 low-price stocks, remain f indust 
thus far within the familiar trading range marked f which, 
out since last May, but in the bottom area thereof. falso tc 
The over-all balance between demand for stocks and fhas be; 
the supply thereof, shown by the Support Indicator f many 
chart on this page, is still adverse. shorta, 
time y 
Rally Prospects Not Good Typica 
recent] 
Whenever a decline in the industrial cents a 
320 average is arrested just above a keyffreely | 
310 support level, a rally of some propor-fmarket 
tions is possible, especially if, as is sofThere 
one in this instance, the performance of thefilar “i 
290 rail list is relatively satisfactory. In ourfshaken 
280 view, however, a purely technical refin mo: 
270 bound would be unlikely to amount tofaverag. 
a much, for in the volume figures around— Yet 
the February 11 low there was littl§prices j 
250 to suggest any violently over-sold posifly, afte 
tion; and there is still less as we writeffalling 
230 this analysis. On the other hand, thert§may he 
is much increased uncertainty in theftextiles 
medium-term economic outlook, whichfeonsum 
cannot be dissipated quickly. Hence, wefeaught 





are unable to see a basis for a nonfthere js 
technical recovery in stock prices in th¢fwhich 
period just ahead. If this is correctisevera] 
the alternatives are a phase of narroWifials an 
backing and filling while investors ref Nor y 
main unconvinced of the significance Ofboosts 
the decline in farm commodities; or ‘treases 
fairly prompt slide by the industrialtustries 
average into new bear-market terrtifthan he 
tory. Either way, the case for the cathhet res, 
tious investment policy we have lonfthe bar; 
recommended remains a strong On¢pf the 1 
There is quite a debate going OlBtrikes, 
lay the 
ation n 
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YEARLY RANGE 
1939 - 47 


TREND INDICATORS 


through the newspapers and 
over the radio, astowhether {250 ; 

the “general trend” is de- PRICED [PRICES sit sions 
flationary or still inflation- STOCKS. | STOCKS 

ary. [tno doubt leaves many 
investors confused and un- 
certain. The evidence is 
mixed, as it always is near 
an inflationary peak. For in- 
stance, in the 1920-1921 de- 
flation farm prices turned 
down well ahead of indus- 
trial prices; and for a time 
some of the latter went still 
higher in the face of falling 
farm prices. 

We believe it is adequate- 0 
ly clear that a basic read- 
justment has begun, and 
that the only question has 
to do with its scope, char- 
acter and duration. It has 
started first in the natural 
and logical place, for farm 
prices and foods had been 
far more greatly inflated 
than prices of manufac- 
tured goods. It will almost 
certainly extend in time to 
industrial raw materials 
which, on an average, are 
also too greatly inflated. It 
has begun to hit some of the 
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many “gray markets” in 
shortage goods, and in due 
time will hit all of them. 
Typical of this, caustic soda, 
recently hard to get at 20 
cents a pound, is now being 
freely offered in the “resale 
market” at 9 cents a pound. 
There is considerable sim- 
ilar “inflation froth” to be 
shaken out of the economy, 
In more places than the 
average person can be aware of. 

Yet the broad average of manufactured goods 
prices is unlikely to decline more than quite moderate- 
ly, after raw materials weaken and there is some 
falling off in consumer demand. This readjustment 
may be confined very largely to soft goods, notably 
in theftextiles and apparel, and the limited list of lighter 
whicifconsumer durable goods in which supply has about 
ice, Weicaught up with demand or soon will. Meanwhile, 
a notfthere is no real contradiction in boosted steel prices, 
3 in thefvhich went up less than 35% from prewar, against 
orrechiseveral times that much for farm prices, raw mate- 
1arroWmials and foods. 
ors ref Nor will it be surprising if the third round of wage 
ance Wfoosts results in some further selective price in- 
S; OF Mtreases in the mass production manufacturing in- 
ustrial lustries. However, they will be harder to pass along 
_ terrthan heretofore, and should be the “last fling.” The 
he cal'het result of the shifting price picture strengthens 
ve lonfthe bargaining position of employers, weakens that 
ig one the unions. The odds seem to be against serious 
ng OMBtrikes, unless employers get too tough and over- 
lay their hands. John L. Lewis and the soft-coal sit- 
ation may be an exception to this generalization, in 
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the sense that Lewis’ moves can never be safely pre- 
dicted. Coal is therefore one possible labor-trouble 
spot that will at least have to be watched. 


Business Trend Probably Down 


Weekly production indexes have trended moder- 
ately down since December, due largely to severe win- 
ter weather; and the Department of Commerce re- 
port showed a sizable fall in manufacturers’ new 
orders in December. Probably all such statistics are 
now well behind the actual course of events. 

It is hard to see a basis for generally coufident in- 
vestment buying of common stocks right now—buy- 
ing for retention periods of six months or more. 
Without such demand, it might take no great amount 
of liquidation to put the market lower. This could 
happen with the general public still on the sidelines. 
Some sources of it are as follows: (1) selling by 
business men, heretofore optimistic, who now see 
their own orders falling; (2) selling for foreigners, 
especially the Dutch government, which has now 
taken over the American holdings of its nationals; 
and (3) the usual liquidation by estates or wealthy 

(Please turn to page 620) 
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The Problem of 
‘Financing 


Further Business 


Expansion 


By E. A. KRAUSS 


E ast experience has shown that a boom lasts 
until it runs out of money. Obviously we haven’t 
reached that point yet but there has been increasing 
concern of late that the time may not be too far 
off when we must expect the first signs of money 
running out to support present boom activity. 

In our last issue, we have examined the strength 
of consumer purchasing power and have come to 
the conclusion that it appears ample enough to 
absorb overall output at current prices. Since then, 
there has been a sharp break in commodity prices, 
strengthening hopes of declining food costs. If the 
latter occurs—as it now seems probable—, it would 
further bolster mass purchasing power in non-food 
fields. The unknown factor remains the possibility 
of greater public spending caution in the face of a 
downtrend of prices, that is in anticipation of lower 
prices in other lines than foods. That of course 
could well make for a recessionary trend in overall 
business activity, if only temporarily. 

However, the probability is that the price break 
will be largely confined to farm crops and food. If 
so, that would be basically healthy. Other markets 
continue strong with the demand potential remain- 
ing high. Mass buying power, employment and pro- 
duction show no sign of weakening. In fact, any 
lightening of the food cost burden might conceiva- 
bly counteract the recent trend toward consumer 
resistance to high prices. + 

In our last study, we have also stated that pro- 
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ital 


duction is the true measure of purchasing § sor) 
power, since high production means high — cov 
employment and high income. We have § nee 
further found that the high rate of activ- F diti 
ity in the capital goods field constitutes F fest 
an important prop for current peak pro- f in | 
duction generally. Capital goods activity f thes 
means chiefly business spending, and com 
there has been talk of an impending capi- F 194¢ 


tal pinch that might tend towards cur. 
tailment of business outlays and 
thereby of capital goods activ- 
ity. This re-emphasizes the need vi 


for ample capital, since corpo-f not 
rate spending is as vital tof post 
maintenance of postwar pros-f grov 
perity as adequate consumer f pric 
purchasing power. torie 
trini 

Are Funds Adequate? plus 

risk 

What are the prospects? Has corp 
business sufficient funds, or can for « 
it obtain adequate funds, tof lines 
continue spending at presentf the « 


levels? Is a capital shortage Ac 















threatening our economy? Thef and 

fact is that while capital untilf ning 

recently was plentiful enough} two- 

it now appears both less plenti-f sourc 

ful and more and more wary.f char; 

The situation bears watching} smal’ 

for it can and undoubtedly willl The | 

exert a strong influence on thef borr< 

sage business cycle in the months tf Th 
come. liquic 

It is likely that business thisf a po 

year will find increasing needf throv 

for capital to carry larger ref runn: 

ceivables and to meet higher inf probl 

ventory replacement costs. This need in the en(f lendi: 
may affect dividend policies, singe the cheapest} earni 
money corporations can obtain is from undivide(f the |; 
profits; at the same time, it is no secret that equit} in me 
capital is difficult to raise. Any further weakeningf pose. 
of the stock market, in the wake of commoditf the c¢ 
price unsettlement or reflecting fears of an impen¢f that t 
ing business recession, would further discourag® savin; 
new stock issues. If this should lead to defermen abilit: 
or abandonment of expansion plans—for lack of Wh 
capital—, it would undoubtedly add force to anf ta] yr 
downturn. how | 
Sources for Expansion . bi 

Inuat 


r stanti, 

During the early postwar period, the subject ref prosp: 
quired relatively little attention. Liquid resourct® Ace 
accumulated during the war were heavily draw Depar 
upon to meet the costs of initial capital outlay¥ for ne 
programs, resulting in their gradual exhaustion if ned by: 
many cases. The next step was to float new capit# sive o 
issues in the market and, when this became increa¥ mate ‘ 
ingly difficult, to borrow from banks and insuranter of 
companies. The appended composite table of worlf compa 
ing capital positions show the vital changes th#est sh. 
have occurred between mid-1945 and mid-1949 panyir 
Highlights are the reductions in cash and securiti@f accord 
holdings, the sharp increase in inventories al§dicatio 
receivables and the rise in payables reflecting heav 
short term borrowing. If, nevertheless, there ha 
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how great the sources of funds 150 
‘for business expansion, upon con- 
tinuation of which depends a sub- 
stantial measure of our postwar aad 
prosperity ? 

According to an estimate of the 
Department of Commerce, outlays 50 
for new plant and equipment plan- 
ned by American business, exclu- ‘ 
sive of agriculture, will approxi- 30 
mate $4.1 billion in the first quar- 20 
ter of 1948, with manufacturing 10 
companies accounting for the larg- ° 


est share, as shown in the accom- 
panying break-down of this figure 
according to industry groups. In- 
dications so far are that total out- 








been a net growth in working cap- 








ital, rang Pops — due to id Expenditures on New Plant and Equipment by U.S. Business 
sorption of reinvested earnings for | hides oh del 
covering increased working capital te coat eS innnanainatniness a ry 
needs. Corporate demand for ad- | 7 1947 1948 
ee ae ee eee ee  Einsvanicl gen oo oe oe oe 
fested itself in a sizeable increase, | pra og : 5910 1,450 1.850 | 376 2,040 7,210 1,810 
in new money issues. Last year, |! Mining _. % 560 150 160 180 190 670 170 
these amounted to $4.7 billion |) Railroad * 570 160 220 230 370 980 360 
compared with $3.5 billion in | Other Transportation 660 180 230 200 200 810 190 
1946 | Electric & Gas Utilities 1,040 330 450 500 550 1,820 490 
. | Commercial and miscellaneous 3,300 900 1,030 1,160 1,100 4,190 1,080 | 
. . T | 4 | 
Causes of Capital Pinch eee Ri ae 
Second estimate : 11,960* 3,440 3,670 4,070 4,440 15,680 - 
First estimate 11,020 3,640 3,560 3,770 4,020 15,180 4,100 | 
100 | 


The threatening capital pinch is 

















not only due to heavy outlays for | 


Source: U.S. Department of Commerce and Securities and Exchange Commission. 


| 
= 








postwar expansion but an out- = 








growth of steadily increasing 

prices. These required more funds to carry inven- 
tories and to defray costly plant expansion. The 
trinity of high prices, high wages and high taxes 
plus the drying up of the traditional sources of 
risk capital was bound to make heavy inroads into 
corporate resources. And more recently, the need 
for extension of more liberal credit terms in many 
lines accentuated the money tightness created by 
the combined effect of the foregoing factors. 

According to official data, capital expenditures 
and working capital needs have recently been run- 
ning at an annual rate of some $23 billion. Over 
two-thirds of the total was covered by internal 
sources, principally retained earnings and current 
charges to depreciation accounts, with a much 
smaller amount covered by the sale of securities. 
The balance was obtained in the market or through 
borrowing. 

The year 1948 finds many companies with smaller 
liquid assets and heavier borrowings, and also with 
a poor market in which to obtain new capital 
through the sale of stock. The bond market too is 
running against them, with rising interest rates a 
problem. And finally, banks are tightening up on 
lending. Corporate business will have their retained 


| earnings and their depreciation allowances—though 


the latter are far from adequate 


lays for the year may be but little under last year’s 
aggregate of some $18 billion; if realized, such ex- 
penditures would support a high rate of overall 
business activity. Inclusive of working capital 
needs, total capital requirements this year might 
run as high as $22 billion. The question is: Will 
these capital needs be readily met? 

As in recent years, the larger part of the re- 
quired funds will have to come out of internal 
resources, chiefly retained earnings, which above 
all requires substantial business profits. Whether 
1948 corporate earnings will aggregate as high as 
those in 1947 is an open question; indication are 
that undistributed earnings this year may average 
less. Retained earnings last year were around $12 
billion, a large part of which represented inventory 
profits, much of it still tied up in carrying the 
higher-priced inventories and subject to erosion in 
the event of marked price declines. In view of 
indicated price trends, inventory windfalls this year 
are likely to be small, making for corresponding 
reduction of both corporate profits and undistrib- 
uted earnings. 

On the other hand, depreciation reserves are 
likely to be available in the same amount as last 
year, possibly even somewhat more in line with 





in most cases to serve their pur- 
pose. And they will have access to 
the capital market to the extent 
that this market is supplied by the 
savings of the public and the avail- 
ability of venture capital. 

What are the prospective capi- 
tal requirements this year, and 
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Current Assets and Liabilities, All Corporations 
Excluding Banks and Insurance Companies 
(Billions of Dollars) 

June 30, June 30, 

Current Assets 1945 1947 Change 
Cash on hand and in banks... $23.0 21.8 — 1.2 
U.S. Government securities............... 22.4 13.0 — 9.4 
Acocunts and notes receivable... 25.6 32.0 + 64 
Tif Re Beate ree ere | 39.1 +12.8 
Other current assets... 1.4 1.5 + 0.1 

Total current assets........ . 98.7 107.5 + 8.8 

Current Liabilities 
Accounts and notes payable... 25.1 29.5 + 4.4 
Federal income and tax liabilities... 16.7 8.7 — 8.0 
Other current liabilities... 8.3 9.4 ac ed 

Total current liabilities... 50.1 47.6 — 2.5 

Net Working Capital. 486 59.8 12 

Source: Securities and Exchange Commission. Figures are rounded and 

will not necessarily add to the totals shown. 














spreading policies towards heavier depreciation 
ratios. Altogether, internal resources available for 
financing capital outlays were last year somewhat 
in excess of $16 billion, according to official esti- 
mates. It is thought that such funds this year are 
not likely to exceed $14 billion, though in view of 
the impossibility of accurate advance estimates of 
corporate profits, this figure must necessarily be 
highly tentative. Yet it appears fairly realistic 
except under markedly recessionary business con- 
ditions. 

Additionally, corporations still hold _ sizable 
amounts of Government securities, perhaps between 
$10 and $12 billion at the year-end. While the bulk 
of these holdings may represent tax and other 
reserves, several billions no doubt could be sold to 
bolster internal resources. If we assume such sales 
to amount to $2 billion, this would swell the total 
of prospective internal resources to some $16 bil- 
lion. The $6 billion difference between this and in- 
dicated capital requirements of $22 billion would 
have to be secured externally, through bank bor- 
rowing or in the investment market. 

Bank credit is being tightened, yet it will continue 
to be available to business for essential working 


capital needs and a further increase in bank loans 
is definitely indicated. How much is a moot ques. 
tion. If we assume a total of $2 billion, this would 
leave $4 billion of new corporate funds to be secured 
in the investment market, or roughly about the 
same as in 1947. 

However, there will be other bidders for invest- 
ment funds. The capital market is likely to be called 
upon to finance some $5 billion of residential build. 
ing construction, and it may have to absorb a $2 
billion net increase in state and municipal securities, 
Thus the aggregate amount likely to be sought in 
the investment market may be as high as $11 bil- 
lion, and this in turn raises the question whether 
the country’s savings will be adequate to absorb 
such a volume of securities, particularly under pos- 
sibly unfavorable market conditions. 

The chief burden of financing usually falls on in- 
stitutions such as savings banks and life insurance 
companies through which individual savings are 
being channeled into enterprise, mainly in the form 
of bonds and mortgages. The net addition to their 
resources runs at an estimated annual rate of some. 
what over $7 billion, a substantial but far from 
excessive amount in relation to indicated financing 
needs. Additional savings accumulate in estate and 
trust accounts, pensions and other funds, and some 
accumulate as demand deposits. Thus the total avail- 
able savings are difficult if not impossible to esti- 
mate. The Department of Commerce in its estimate 
of national income places personal savings in 1947 
at around $12 billion. Not all of this, of course, will 
be available for the investment market. Individuals 
invest sizable amounts directly in securities and 
mortgages, in their own homes or in unincorporated 
businesses. 


How Big a Gap? 


If we take the annual asset increment of principal 
savings institutions as a criterion of possible sav- 
ings available for the investment market, we find a 
deficit gap of about $4 billion between indicated 
capital needs and indicated available funds. The 
figure does not purport to be accurate; no accurate 
calculation is possible. But it does point to a pos- 
sible capital pinch, and it distinctly points up the 
main problem: how to _ provide 





CORPORATE SECURITY ISSUES 
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adequate savings to finance capi- 
tal outlays large enough to sus- 
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tain the postwar boom. The pinch 
of course is in the field of equity 
capital. 





Unfortunately there are certain 
serious obstacles to capital accu- 
mulation and its employment in 
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this manner. One is our tax struc 
ture which limits the capacity to 
save and destroys the incentives to 
capital accumulation and invest 
ment. This refers not only to high 
! income tax rates but also to the 
capital gains tax and double tax- 








ation of corporate funds paid out 
as dividends. The other is today’s 
overemphasis on personal con- 
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sumption as a means of maintain- 
ing a high level of economic 
activity. 
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Reveal. ... 
FOR 1948 


Suni corporate reports for 1947 received 
to date confirmed earlier estimates of record peace- 
time sales and earnings in encouraging fashion, 
managements generally cautioned their shareholders 
against overenthusiasm in studying the road ahead. 
Confidence in the outlook for the first half of the 
current year was widespread, and in individual 
cases hopes of prolonged prosperity were expressed. 

But many trends developed as 1947 progressed, to 
femper fervor over the sharp upsurge in sales and 
profits reported by many large concerns. As one 
leading executive expressed it to his shareholders 
in reporting the best year ever experienced by his 
company in half a century: “1947 was a year of 
uneasy prosperity.” How broadly felt this mana- 
gerial opinion was in other direction is revealed 
by an examination of annual reports, balance sheets 
and income statements, though conservatism rather 
than apprehension over the future was the deter- 
mining factor. 


Sales at Historic Heights 


The seller’s market that persisted during last 
year in practically all lines, aided by the general 
uptrend in prices and an expansion in consumer 
buying power, pushed sales up to historic heights 
for any peacetime year, though profits margins 
tended to narrow generally under the impact of fast 
rising costs. As one after another postwar expan- 
sion and modernization program began to bear fruit 
during last year, the increased flow of materials 
and finished goods found ready takers, with the 
uptrend reaching a crescendo during the final quar- 
ter. Many months of relative labor peace also helped 
to smooth the path. Anxiety over the inflationary 
spiral and the accumulation of highpriced inven- 
tories, however, along with awareness that supply 
and demand were rapidly approaching balance in 
many lines, invited unusual caution in drawing up 
year-end earnings statements and balance sheet fig- 
ures, as well as in appraising the continuance of 
programs here and there. 

As we shall presently see in discussing a few in- 
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YEAR-END STATEMENTS 


By J. C. CLIFFORD 





dividual reports, book- 
keeping adjustments 
as usual at the end of 
the year tended to dis- 
tort the net earnings 
picture of numerous 
concerns. The estab- 
lishment of sizable re- 
serves against poten- 
tial inventory losses, 
against inadequate 
provision for depreci- 
ation with replace- 
ment costs now so 
high, to allow for 
unexpectedly higher 
costs of uncompleted 
expansion programs, 
in many instances re- 
duced net’ earnings 
per share substantial- 
ly below what other- 
wise might have been 
shown. In other cases, 
large sums were set 
aside to offset possible 
losses on foreign properties that perhaps rationally 
should have been allowed for in earlier years. 

On the whole it looks as if the proportion of net 
earnings retained in the business rather than 
passed along to stockholders was much larger than 
the superficial figures would indicate, and in view 
of problems now looming up, shareholders should 
commend their managements for these conservative 
steps. Though taxes have to be paid upon reserves 
in excess of depreciation rates allowed by the in- 
come tax authorities, if total plants and equipment 
had to be replaced at current costs, all earnings for 
many years to come would hardly make up defi- 
ciencies under present conditions. In this light, some 
analysts warrantably point out that net earnings 
in many cases are overstated. 


The Inventory Problem 


Now that business inventories have crossed the 
$41 billion mark, and commodity prices have begun 
to tremble, stockholders in those concerns that have 
made adequate provision against possibly severe 
losses later on have much to be thankful for. While 
in relation to over-all industrial sales, the current 
level of inventories is quite normal, with certain 
concerns in certain lines of business the threat is 
more alarming. Where the hazard looms greatest 
is with some less strongly entrenched companies 
that have lately experienced easy selling and con- 
tracted for more inventory essentials than the com- 
ing competitive era will warrant, or have accumu- 
lated finished goods for firmer prices. Inspection of 
some balance sheets issued at the year end by 
larger and wiser concerns using materials such as 
hides, fats and oils, prices for which are very vola- 
tile, show that extraordinary proportions of earn- 
ings have been allotted to reserves as a cautionary 
measure. Come what may during 1948, these far- 
sighted managements are taking no chances as to 
shrinkage in inventory values later on, and similar 
policies have been adopted on a wide scale by lead- 
ing concerns all along the line. 

The tendency of interest rates to stiffen during 
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Comparative Earnings and Operating Data of Selected Companies s 
Net Sales—$ Million Operating Margin Net Per Share ——1947 Quarterly Net Per Share—— tax¢ 
1947 1946 1947 1946 1947 1946 Ist 2nd 3rd 4th to ; 
American Woolen $176.0 $170.8 16.6% 205% $15.37 $21.86 $7.96 $7.41 for 
Carrier 52.9 23.5 9.1 deficit 3.44 .20 ———— Not Reported ory 
Case, J. I. . 81.2 38.2 9.6 deficit 5.50 1.07 Not Reported “ 
Devoe & Raynolds A. 42.1 34.1 11.1 9.6 5.62 3.50 3.07 2.55 nar: 
Firestone Tire & Rubber... 638.4 577.8 7.2 11.2 13.45 13.21 6.86 6.59 
Goodyear Tire & Rubber... 670.7 616.5 9.3 15.0 10.93 16.07 4.90 6.03 7 
Hercules Powder . 131.2 100.7 16.3 14.8 4.75 3.03 1.49 1.20 1.00 1.06 A 
International Harvester _...._ 741.2 482.3 9.0 4.2 10.07 3.91 Not Reported laa 
Johns-Monivile «33.9 92.0 13.1 8.1 3.17 2.01 77 1.01 78 bl | as 
Koppers Co. . Sree 112.1 8.5 5.3 4.94 2.79 1.47 1.26 1.16 105 a re 
New York Air Brake. 17.5 15.0 16.5 9.5 6.19 3.65 1.27 1.70 1.58 1.64 | Gov 
IRE ge Not Reported 5.37 4.51 3.03 2.34 j furt 
United States Rubber... _—=—580.9 —« 494.74 6.9 9.39 ‘(10.23 4.78 4.61 | _ 
West Virginia Pulp & Paper........... 86.0 67.2 20.7 13.6 11.40 4.93 2.45 2.93 2.81 3.21 yea) 
Woolworth, FW. 593.3 552.3 10.6 11.2 4.32 4.12 Not Reported | this 
yea 
: ye : preg 
1947, along with steadily mounting need for work- ings of some distributors that suffered heavy inven- | js e 
ing capital with which to carry high-priced inven- tory losses during the year or cleared their shelves | eye, 
tories and to implement construction programs led of less desirable merchandise through markdown f ties 
to substantial financing programs by large con- sales. Conversely, the uptrend in prices naturally Ly 
cerns. Short term bank borrowing also tended to caused widespread inventory profits for many con- | pan: 
rise on a wide scale, although the larger concerns cerns that are likely not to recur during 1948. of ¢ 
laid stronger emphasis upon long term serial loans. that 
As the uptrend in rates became evident during the Individual Reports grar 
last half of the year, a decided scramble arose to pair 
complete these borrowings on the best available Perhaps the best manner in which to clarify some 
terms, and the same thing was true with new issues of these trends we have discussed is to study the. — 
of preferred stocks and equities. For these reasons, annual reports of a few outstanding concerns in f | 
total corporate financing in the final quarter rose different lines of business, within the limitations of f | 
sharply to around $1.9 billion, thus establishing con- space. To aid our readers in this undertaking, we f— |— 
siderable changes in many year-end balance sheets. append two tables with statistical data covering 15 f | 
important companies. One of these tabulates balance f | 
New Borrowing sheet items and the other lists operating figures. f | 
An examination of these two condensed synopses — 
A continuation of stand-by credits of large pro- may proxe helpful in following our comments. ms 
portions also featured last year’s financing, as was American Woolen Company ended 1947 with net f Ila 
the case in the previous year, and as only a part of earnings equal to $15.87 per share compared with 
these have been utilized, their benefits often are not $21.86 for 1946. Though net sales rose by 3.03% Case 
reflected in the balance sheets. It is certain that to $175.9 million, increased labor and material costs = 
most of the large corporations have adequately forti- climbed at a faster pace reducing operating mar- - 
fied themselves to conduct their operations soundly gins to 14.6% against 20.5% in the previous. year. f ||_— 
during 1948, though in many cases further financing Unit volume, too, was slightly less than in 1946, Fires! 
will be required to carry out extensive construc- thus in part accounting for the dip in net profits. a 
tion programs, unless these are deferred in hope of The spread in relative net earnings might have been 
a downtrend in costs. The large scale term bor- wider, had the company allotted $3 million to con- Beea 
rowings by strong companies at rates under 3% _ tingency reserves as in 1946, but in 1947 this f]) 
naturally enhance their net earnings potentials as account was expanded by only $1 million, for a J || Inter 
well as providing protection against contingencies total of $4 million, or 6.8% of inventory values at } |/__ 
if a recession should occur. On the other hand, the the year end. Scant domestic supplies of wool have f |)//2h": 
sinking fund provisions of some of these loans could forced the price of Australian wools up about 77% — 
rather easily restrict dividend distributions in more despite the cut in duties. American Woolen’s inven- °PP 
than one instance if lean times were to unexpectedly tories on December 31 were $10.5 billion higher | |iq~ 
appear. than a year before, but with no signs of let-up in 
While it is true that operating margins of indus- demand and with spring prices for woolens up 10%, || Unite 
try as a whole seem to have narrowed somewhat, its position seems sound. Backlog orders at the }]|/_ 
this established no rule, for the results were highly beginning of this year were substantial at $62.2 } || Unite 
divergent in individual company experience. Regard- million, though $8 million less than a year ago. —= 
less of this, net earnings on record-breaking volume Due to last year’s expansion of the building boom, West 
topped all previous peactime levels for numerous sales by John-Manville Corporation rose by 45% Wool 
lines of business, although normal and surtaxes to a new peak level of $133.8 million. Increased we 
often were far higher than when EPT was in effect. production and higher prices contributed together ||| __ 
Exceptions to this performance were the net earn- to establish the new record, though the company’s | 
F 
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policies have held its prices to a level only 28% 
above 1941 on the average. This increased volume 
widened operating margins to 13.1% and though 
taxes rose by $2.4 mi llion, final net earnings climbed 
to $9.48 million or $3.17 per share after allowing 
for preferred dividends. Of net earnings for the 
year, the company paid out about 45%as dividends, 
retaining 55% in the business. Net current assets 
expanded by about $2.3 million but the current ratio 
narrowed slightly to 2.8. 


Postwar Expansion 


A postwar modernization program involving 
nearly $50 million came nearer completion last year 
through outlays of $22.9 million. The company has 
a reserve fund of $15.6 million largely invested in 
Government securities, upon which it can draw for 
further constructions costs, besides which it has a 
stand-by credit with an insurance company for 
loans up to $25 million at 2.7%, repayable in twenty 
years with proper amortization. As $20 million of 
this credit was still unused at the beginning of the 
year, the company’s financial status appears im- 
pregnable. The outlook for Johns-Manville in 1948 
is enhanced by prospects of a rapid turnover of 
everything it can produce, especially as new facili- 
ties and processes tend to increase output. 

The 1947 annual report of Hercules Powder Com- 
pany contains many points of interest. Regardless 
of construction outlays amounting to $14.5 million, 
that nearly completed the company’s expansion pro- 
gram, working capital was approximately unim- 
paired and no additional financing seems likely to 


be in sight. Although the company has carried a 
reserve of $1.58 million for contingencies on its 
books, an inventory loss of $962,594 incurred dur- 
ing the third quarter was charged against current 
earnings. Depreciation reserves at the year end 
were augmented by a special provision of $1.3 mil- 
lion to offset higher than expected construction 
costs. The inventory write down saved about $366,- 
000 in income taxes but the special depreciation 
reserves were subject to the full levy. 

After the above adjustments, net earnings appli- 
cable to the common stock amounted to $4.75 per 
share, permitting aggregate dividends of $2 per 
share against $1.50 during 1946. Expansion of the 
company’s business into the fields of rayon and 
plastics holds promise for good results during 1948, 
especially as foreign demand for these products 
has substantially increased and domestic demand 
still exceeds supply. 

Last year’s boom time operations proved highly 
profitable to West Virginia Pulp and Paper Com- 
pany, so much so that the conservative management 
called the attention of its shareholders to average 
earnings for fifty years past, along with the valleys 
that sometimes occurred. Since this concern has 
paid dividends regularly from 1899, the long record 
was far from discouraging at that. Peak sales of 
$85.9 million compared with $25.2 million a decade 
ago, but a sounder yardstick of growth has been 
the steady rise during the period in production of 
paper and paperboardfrom 297,347 tons in 1938 to 
637,542 tons in 1947. Under abnormally good con- 
ditions last year, this sound concern earned $10.9 
million against an (Continued on page 615) 
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| Comparative Balance Sheet Items of Selected Companies 
aaa 7” 2 aa 7 ~~ "Garant a 
| Payables Net 
Current Cash Current as % of Current 
| Assets Assets Inventories Receivables Liabilities Current Assets Current | 
| = ; ($ Million) | —As Per Cent of Current Assets— _($ Million) _ Liabilities $ Million) Ratio 
| American Woolen 1947 $88.5 12.8% 66.0% 20.5% $29.0 56.5% $59.5 3.1 | 
| Tal : 1946 _ 78.5 q | 5.8 ; 61.3 ee 20.2 2 19 ; 25.8 1 At 56.6 — 3.6 } 
Conier 1947 $25.3 9.7%, 58.0%, 29.0% $10.9 61.5% $14.4 2.3 
ee: Se: a Se ae 82000 792 NN 24 
| Case, | St; eer 1947 $38.9 7.9% 76.0% 6.0% $11.4 70.3% $27.5 3.4 
| 194 36.3 23.2 68.08. 44 840 31983 
Devoe & Raynolds.... 1947 $17.5 19.4%, 59.7% 20.5% $5.6 55.5% $11.9 3.1 | 
: 1946 | - | 6.9 38.4 | 7 38.4 __23.1 F 6.0 © bs _ 66.7 —s 10.9 ; 2.8 
Firestone Tire & Rubber 1947 $225.5 Ways 54.7% 34.1% $79.9 58.7% $145.6 2.8 
: ee: ee. a ee ae 569 685 1438.98. 
Goodyear Tire & Rubber 1947 $291.4 26.9% 51.4%, 2127, $48.4 66.6% $243.0 6.0 
fe _ hse: BES:2 22.8 45.6 __ 3h 486 __ 70.0 — W745 46 
Hercules Powder ..... 1947 $45.2 38.4% 40.4%, 20.8% $15.0 22.0% $30.2 3.0 
= ee. Se... ee) 232 127 300.9 297 33 
International Harvester .. 1947 $340.2 32.6% 59.1% 8.2% $106.9 65.5% $233.3 32 
nan = (1946 © _ 338.8 44.6 | 46.0 __ 9.3 68.8 75.0) __ 270.0 __ 429 _ 
Johns-Manville _ ............... 1947 $42.2 20.2% 42.8%, 37.0% $15.3 58.9%, $26.9 2.8 
1 1 3.9 | 
Koppers Co. ...... . 1947 $44.8 14.8%, 43.3% 41.7% $17.9 66.0%, $26.9 2.5 | 
ins. oe 1946 41.8 ; 12.7 _ 45.4 © _4l 4 we 14.0 80.5 : 27.8 _ 3.0 
New York Air Brake................. 1947 $7.5 14.8% 46.5% 38.0% $1.7 75.0% $5.8 at | 
hahha 1946 6.8 16.9 Ral 47.5 _ 47 Std meee 77.0 a = 5b 40 | 
LCG [TT ea a eR NORE $53.6 49.0% 19.0% 31.5% $28.8 62.6%, $24.8 1.9 | 
1946 70.8 66.0 8.5 254 39.1 43.6 Ye? 
United States Rubber. . 1947 $252.1 25.1% 48.0% 26.8% $82.0 52.4% $170.1 3.1 | 
1946 195.8 17.6 515308723 40.0 118.4 25 | 
West Virginia Pulp & Paper............... 1947 $26.8 40.3% 41.7% 14.2%, $3.2 91.0% $23.6 8.4 
“194 26.0 32.0 39.4 20.4 3.9 77022. 66 | 
Woolworth, F. W. . 1947 $173.6 50.0% 48.5%, 1.4% $54.8 51.0% $118.8 3.2 | 
1946 161.2 53.5 44.7 1.8 53.0 52.1 108.2 3.0 | 
. | 
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Y t would be premature to assume that—as 
some newspaper headlines imply—the drop in farm 
commodities has broken the back of labor’s third 
round wage drive. It is quite possible that it will act 
as a brake, provided that the price slump will actu- 
ally be translated into a really noticeable reduction 
in the cost of living, but this so far has not yet 
occurred and time is running out. Wage negotia- 
tions are already getting under way. 

Realizing that price declines are playing into the 
hands of employers, organized labor has already 
placed itself on record. AFL economists contend 
that the commodity break is temporary and advise 
unions to go on with their wage demands. Walter 
Reuther called the break a “minor flurry” which 
will not affect the cost of living. Others, sensing a 
weakening of their living cost argument, are falling 
back on the usual second line defense—high corpo- 
rate profits which they feel labor ought to share in 
greater degree. Well they know that lower prices 
constitute industry’s best bargaining ammunition. 


Labor Demands 


So far at least, recent price developments have 
not yet caused unions to change their demands. 
They are still asking for 25c to 30c an hour more 
and they are likely to hold that position unless the 
cost of living drop is speeded up. The cost of living, as 
measured by the Consumers Price Index, has de- 
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By JOHN C. 





Photos by Ewing Galloway & Devaney 


CRESSWILL ‘ 


clined from 167 to an estimated 164. Were this 
downtrend to continue, the entire 8% rise, since 
last spring, would soon be wiped out. 

With labor attitude rigidly adhering to previously 
formulated demands, the important change in the 
picture is not union strategy but a new attitude on 
the part of employers. Where the latter had for- 
merly been thinking about settling wage demands 
on a basis of a 12c to 15c hourly increase, resistance 
will now be strengthened to hold for a maximum 
of perhaps 5c to 10c in many cases. Recognizing 
that the statistical picture may not support a wage 
rise of more than a few cents, unions are likely to 
insist on certain fringe concessions to bolster their 
overall gain and make any enforced concessions in 
the basic wage issue more palatable to the rank- 
and-file. But there is every indication that unions 
in the basic industries may not be inclined to trim 
their demands much. 

Even before the commodity price break, labor’s 
case for a “third round” of wage boosts—on the 
basis of living costs alone—has not been as strong 
as widely claimed, hence the attack on high corpo- 
rate profits. Until quite recently, labor leaders pub- 
licly avowed that they would rather have a decline 
in the cost of living than another wage rise. Now 
that living costs begin to decline, they are looking 
around for a firmer footing with a good deal of talk 
about “employers’ ability to pay.” 

It is but natural that the relationship between 
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wages and living costs will become a subject of 
heated discussions, that facts about the trend of 
prices and wages will assume even greater signifi- 
cance as “third round” talks get under way. Some 
of the facts are perhaps not fully recognized by the 
public at large. 


It may be well to recall that the wartime Little 
Steel formula assumed that a 15% rise in hourly 
pay, though the work week moved up from 40 to 
45 hours, offset only a 15% rise in the cost of living. 
When the war ended, emphasis was switched to 
take-home pay—52 hours’ wages for 40 hours’ work. 
Since price decontrol, the argument was that wages 
must keep up with the cost of living. Labor’s latest 
claim, apart from the “profit-sharing idea,” is that 
prices have run away from wages, hence wage boosts 
are in order. What are the facts? 


As shown in the accompanying tabulations, com- 
piled by the National Industrial Conference Board 
and based on Bureau of Labor Statistics figures, 
living costs since 1946 to-date have risen only 
slightly faster than wages. They increased by 27% 
while hourly earnings are up 26.1% and weekly 
earnings 24%. In other words, a relatively insig- 
nificant gap between wages and prices developed 
since the war’s end, which seemingly is the main 
basis for labor’s contention that prices have run 
away from wages, that, therefore, “third round”’ 
increases must be demanded. 


The postwar trends alone, however, hardly pre- 
sent a complete case. The longer range perspective 
is not only interesting but pertinent. It shows that 
since January 1941 (base date of the Little Steel 
formula), living costs have risen 63.7% while 
hourly earnings went up 85.4% and weekly earn- 
ings 91.5%. On this basis, definitely, not prices but 
wages have been running away; in fact a good 
case can probably be made that the rise of wages 
was in no small part responsible for the inflation in 
prices, at least industrial prices for wages form an 
important part of production costs. 


If a comparison is made with 1939, the last full 
peace time year, we find the following changes: 
Cost of living 66% higher; average hourly earn- 
ings have doubled; weekly earnings are well over 
twice those of 1939. As a result, 
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rowed by the drop in living costs since the com- 
modity price break. Needless to say, the further 
trend of food prices will be an important factor 
in the entire equation. Should food costs rebound, 
labor has a t least some statistical case as far as 
price-wage trends since January 1946 are con- 
cerned. If they decline further, the remaining gap 
may be quickly closed. 


Stiffening in Employer Attitude 


At any rate, the latest price developments make 
a stiffening in employer attitude towards union de- 
mands a foregone conclusion. Not only is the case 
of the former strengthened by declining living costs, 
but also by the uncertainty injected into the busi- 
ness outlook. Concern that the price decline may 
spread to other fields such as manufactured prod- 
ucts—with resultant losses to manufacturers—may 
make them reluctant to agree to wage hikes, and 
such reluctance could (Continued on page 620) 





the average worker in manufac- 
turing receives about 20% more 
per hour today than in 1939, in 70 
terms of real purchasing power. 
60 


Wages vs. Prices 
50 


On basis of the evidence pre- 





sented and regardless of one’s at- 
titude towards the wage question 
as such, one can hardly maintain 
—as was recently done by the Sec- 
retary of Labor Schwellenbach, 
that for the last eighteen months, 
prices have risen consistently fast- 
er than wages; that wage in- 
creases, since the middle of 1946, 
have been in pursuit of a rising 
cost of living: As shown, there has 
been but a slight gap between the 
rise in prices and that of wages, a 
gap that has already been nar- 
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SUNDSTROM PLAN (Rep. Frank L. Sundstrom, R, 
N. J.) to locate hidden dollars abroad by issuing 
brand new paper money is regarded as having 
merits, but also demerits. Treasury experts are ap- 





WASHINGTON SEES: 


The dropping commodity market gave the re- 
wim party its first important break in weeks 
or it lightened notice of the 1948 campaign issue 
the GOP feared most — responsibility for high 
prices. The issue was not erased and fingers here 
were crossed as hope rose for stabilization at 
reasonably lower levels. 


Importance of the political implications was not 
lost upon the democrats. From Agriculture Secre- 
tary C. P. Anderson's office came the grim analysis 
that the relief was temporary, seasonal, and con- 
trolled by demand which will grow—unless there is 
a real recession! A high price to pay for lower 
prices. 


On another front—the legislative—certain out- 
looks were being revised. 


The effects upon republican tax revision plans 
were not assessable at once. But it was considered 
that the original Knutson program while adversely 
hit, was not ruled out. Any material reduction in 
national income, on the other hand, could force 
congressmen to choose between tax cuts and a 
balanced budget. 


Evidently filed away, if not forgotten, were the 
several inflation control ideas—an action which 
the republicans think has great psychological bene- 
fit for their cause. Again, they had their minds on 
the events which flowed in the wake of the OPA 
removal—associated with the repealer or other- 
wise. 
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CAPITAL ITEMS 


By E. K. T. 


prehensive that doubt as to the soundness of this 
country’s currency might be raised. State Depart- 
ment staff members wonder whether a harmful ef- 
fect, diplomatically, would flow from the _ idea: 
foreigners who are hoarding dollars would be com- 
pelled to turn them in for local currencies at official 
values—a procedure that would result in losses to 
their nationals. Offsetting advantages would be re- 
flected in the financing of imports from this coun- 
try, in ferreting out possible tax dodgers with 
foreign caches. 


LINCOLN DAY speeches this year ran to a basic 
pattern—declarations of platform by the leading 
aspirants for the Presidential and subordinate nom- 
inations. But there was one ominous note: foreign 
policy was moved to top partisan position by the 
assertions of the two front runners—Gov. Thomas 
E. Dewey and Senator Robert A. Taft. Other pro- 
spective issues which boiled to the top of the politi- 
cal oratory were GOP economies under a congress 
of its control, failure of the Administration to ef- 
fectuate an inflation halting plan that would win 
general support, and appeal to leftists by way of 
meeting the Henry Wallace challenge. 


SINCERITY does not ring through the Department of 
Justice suits against CIO President Philip Murray 
and his organization. The indictment selects the 
weakest part of the Taft-Hartley Act as the “battle. 
ground.” Senator Taft has publicly expressed doubt 
that congress can prevent a union newspaper from 
expressing preferences in national elections without 
offending against the First Amendment of the Bill 
of Rights. Seldom have both parties to litigation 
been so outwardly happy to be enmeshed in it. Lag: 
ging union dollars are being drawn into the fight 
against the T-H statute and neither Murray nor 
Attorney General Tom C. Clark is making any 
effort to bring home to general understanding that 
the law as a whole is not being litigated, but merely 
that part which deals with political activity by union 
papers. President Murray has said every resource 
of his union will be thrown into the “fray.” That 
included not only the financial but also the pub- 
licists personnel. And both are working overtime! 
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Re-appraisal of Harold Stassen's political 
outlook in the Ohio Presidential preference primary in 
which he will mect Favorite Son Robert A. Taft, is netting 
predictions displeasing to the senate leader's friends. 
They're getting reports of wholesale switches from the 
democratic to the republican registry lists, in communities 
where organized labor is strong. That means only one 
thing: laborites are qualifying for the purpose of knck- 



































hate. 


Ohio almost, never gets far off the republican 
reservation, but it is never within the absolute control 
of an individual. Senator William E. Borah went into the 
1936 primary against Taft, only for the purpose of giving 
an anchorage to those who didn't care to moor at the Taft 
landings. Borah didn't, even enter the state personally, but he took five convention 
votes from Taft. Stassen is aiming at 20, may get five. 























Consensus is that Taft's attempt to get Stassen to withdraw was a move of 
desperation. He recognized a favorite son who doesn't have the entire delegation 
from his own state shows a weakness opposition camps can effectively spotlight. And 
for Taft, there's no 1952 to look forward to — if he doesn't get the nomination this 
time the fact he’s "been to the well" so often will eradicate him four years hence. 

















display it. 


This country is not going to be caught again in the position it was, on 
Pearl Harbor Day, when it realized the scrap we had been sending to Japan was being 
sent back in the shape of munitions. The Armed Forces now has a munitions review board 


foreign trade division which passes on, vetoes, all proposed exports of commodities 
which are, or could be converted to, sinews of war. Russia is protesting. Inef- 


fectively. 



































Reports reaching Washington suggest that the Philippines are just muddling 
through the period of their national infancy, insofar as establishing good foreign 
trade relations are concerned. Latest suggestion, originating with Placido Mapa, 
new Secretary of Commerce and Industry, is imposition of taxes on Philippine exports 
to finance development of consumer goods industries in the islands. 























New industries would be encouraged to set up with government financing drawn 
from the export tax. Consumer goods are mostly imported. Mapa, according to reports 
reaching trade sections of State and Commerce Departments here, envisions reduction 
in consumer goods prices would make possible pay cuts which would help all Philippine 
business. He believes labor would approve, on the ground their lower wages would 
actually buy more goods. 7 




















And ... negotations are still under way between the Philippine government 
and foreign insurance firms doing business in the islands, seeking a compromise agree- 
ment on the official plan for laws to force the companies to invest reserves in island 
securities. net 





























Original plan was to require insurance company investment of 50 per cent 
of statutory reserves in Philippine securities. Compromise figure is 30 per cent but 
neither side is saying a positive "yes" on that level. Legislation has been prepared. 
Only the points at which percentage figures will appear are still blank. 
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- There's a tremendous backlog of new, better and cheaper ways of doing a 
multitude of things, waiting for the U. S. Patent Office to catch up with its work. 
Included are important wartime production methods which won't be available to the 
public until patent protection is complete. There are over 100,000 cases -- two 
normal years work -- backed up in the Office. More are coming in daily. 


























Other agencies of government, particularly those concerned with public 
housing, are trying to pick flaws in recent Census Bureau statistical releases. They 








that warrants expenditure of taxpayers for low-cost housing. So far the figures are 
standing up. 











Some drop in materials costs is adding to the consternation of bureau chiefs 
who foresaw long tenure, big payrolls, in a new splurge of building. Reduced to its 
elementals, the Census report says: assuming a family can afford 25 per cent of its 
income for housing, this means any family with annual income of $2,000 or more is above 
the bracket which needs subsidized dwellings. The median found for 1946 was $2,809. 

















Effort to switch the issue to "veterans benefits" was equally unavailing. 
Said the Bureau: "There was no significant difference between the median total 
family income in which there was no veteran of World War II ($2,909) and that of families 
in which the head was a war veteran ($2,778). 











Further on housing and the industries which serve it: trouble may be ahead 
as new houses containing oil burning heating equipment are completed in areas where 

















oil dealers refuse to take on new customers. According to one government estimate, 
65 per cent of new housing units under construction are equipped with oil or gas 
furnaces. 





Legislation to stop proposed changes in government, regulations affecting 
unemployment compensation procedures has been favorably reported by a committee but 
faces a fight. The White House is determined upon expansion, congress is aiming at 
contraction. It so happens that tests made last year prove congress doesn't have the 
votes on this issue to override a veto; neither does the Administration have the votes 
to bring about affirmative action. It's a stalemate. 





























The suggestion for creation of a huge newsprint industry in Alaska, bring- 
ing with it the general development of the teritory and many new service trades, can be 
forgotten. It cannot be financed under the risks which the senate's small business 
committee concedes exist. 





























Newsprint is not a profitable commodity. Many mills went broke attempting 
to meet Canadian and Finland prices. Currently, paper is enjoying an excellent 
market, but the downward trend already is asserting itself. And the senate group's 
proposal that publishers form a cooperative, put up in excess of 50 million dollars to 
process the timber of Tongass National Forest is receiving a chilly recepvion. 

















Committeemen were enthusiastic at first. But they took a junket to Alaska, 
looked the situation over, found it wrapped in problems that are insuperable. For 
example, it is doubtful if paper can be milled without destroying the salmon 
fisheries. The labor supply market seemed sufficient. But it was found that federal 
workers there have set a pattern of 25 per cent bonus over pay for comparable jobs in 
the mainland ... and the idea has caught on with the native Alaskans. 
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Test of...... 
Bretton Woods 


By V. L. HOROTH 





he he International Monetary Fund and the 
International Bank for Reconstruction and Devel- 
opment, the twin institutions for which plans were 
laid at the Bretton Woods Conference in 1944, are 
back in the headlines. The Fund, after being put 
to a test by France’s defiant action on the multiple 
currency scheme and the free gold market, grace- 
fully retreated. Meanwhile the Bank is all but retir- 
ing temporarily from business. Its organizers have 
completely misjudged the realities under which a 
bank of that sort must operate; considering the 
magnitude of the ERP Program, they have, besides, 
grossly miscalculated the job of rehabilitation that 
has to be undertaken. 


Their Functions and Powers 


As many of our readers will recall, the organiza- 
tion of the Fund and of the Bank was hailed as the 
beginning of a new era in international financial 
cooperation. The Fund was given two major tasks: 
(1) To develop new rules of international monetary 
behaviour. There were to be no competitive cur- 
rency devaluations or discriminatory multiple cur- 
rency schemes. To enforce the rules, the Fund was 
endowed with the power to invoke sanctions against 
any member country, the monetary manipulations 
of which were a threat to others. (2) To promote 
exchange stability by helping the member countries 
to meet temporary deficits in their international 
balances of payments. On the other hand, the In- 
ternational Bank was to render long-term financial 
assistance to its member countries for the purpose 
of rehabilitating their industries or developing their 
resources. Through its loans, the Bank was to create 
an international climate that would encourage the 
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flow of private funds for 
investment. 

To what extent have 
the twin Bretton Woods 
institutions discharged the duties assigned to them? 
Their combined resources (on the basis of estab- 
lished currency parities) were nearly $10 billion as 
of the end of 1947, of which about $1.4 billion was 
in gold and about $1.6 billion in dollars. We under- 
stand that the two institutions now employ over 700 
people. The fund has been in operation for nearly 
one year. It is reported to have sold about $500 
million of foreign exchange (almost entirely U. S. 
dollars) to its members. A partial list of the trans- 
actions is given in the accompanying table. Since 
the members may borrow only a quarter of their 
quotas in any one year, the Fund’s operations in 
1948 may be expected to be as large as in 1947, 
unless, of course, Canada and Great Britain decide 
to make full use of the Fund. 

The International Bank, which has been in oper- 
ation for more than a year and a half, has thus far 
made contracts for four iuans aggregating $497 mil- 
lion (see table for details). It still has about $500 
million in cash, a part of which is expected to be 
used in the near future for extension of further 
credit, probably to a Latin American country or 
Iran. But as Mr. Eugene R. Black, U. S. executive 
director of the Bank, has declared, chances that new 
money will be raised in the market between now 
and next summer are extremely slim. 


What the Critics Say 


The critics of the Bretton Woods institutions, 
many of whom may have been prejudiced against 
them from the very start, argue that up to now 
the operations and the leadership of the Fund and 
the Bank have been disappointing. They point out 
that the Fund authorities have been inclined to 
take the easy way out and simply condone the ac- 
tions which various countries have forced upon 
them. 

To begin with, they are especially critical of the 
Fund’s having accepted one year ago the then- 
current exchange rates as the initial rates in spite 
of its having been well known even at that time 
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by quoting the necessity of applying “extra. 








International Monetary Fund Currency Sales in 1947* ordinary measures,” where “particular diffi 
culties” are faced by member countries. 
Drawable 

Sales to Amount Date Full Quota Annually Original Firm Stand 

France U. S. $25,000,000 May $525,000,000 $131,250,000 rs 
U. S. $25,000,000 Sept.-Nov. Originally, the Fund authorities took a very 
Netherlands U.S.$ 6,000,000 May22  $275,000,000 $ 68,750,000 firm stand on the member countries’ selling 
U.S. Bee ct aw. newly mined gold in free gold markets at 
Chile U.S.$ 7,500,000 Sept.-Nov. $ 50,000,000 $ 12,500,000 higher than statutory prices. This ruling was, 
Mexico . . : 9,000,000 ny — 7 roe = however, circumvented when the — 
Denmark 3,400,000  Sept.-Nov. 000, with the tacit approval of local authorities, 

-Nov. 000, 10,750,00 aad : 
Grae} Britain U.$. $60,000.00 Sebr1é””$1,300,000,000 $328,000.00 || began to sell gold concentrates at as high a 
120,000,000 Nov. price as the traffic would bear. But when 
60,000,000 Nov. ‘Canada, faced with a shortage of U. S. dollars, 
NTA ' decided to pay a subsidy to the producers of 
_— Agery mont gold, the Fund approved, on condition that 
meetin members consult first with the Fund. Can- 
*—Up to the end of November, 1947. ada has now two prices of gold in terms of 
the Canadian dollar. This is another 





case 





that these rates were out of line with the internal 
purchasing power of the respective currencies. Had 
the Fund insisted then and there upon revaluation 
to “a realistic level,” they say, it would have been 
possible to relax exchange controls; exports and 
private trade would have been encouraged, and the 
deficits in the international payments of Western 
European countries would have been generally 
smaller. Postponing action on the overvalued cur- 
rencies, the critics of the Fund argue, has tended 
to freeze import controls and export subsidiaries and 
has encouraged over-importing, thereby contribut- 
ing to the shortage of dollars. 


Half-hearted Measures? 


Other Fund decisions are also claimed to be half- 
hearted, passive measures intended not to antago- 
nize anybody. Yet they may prove troublesome in 
the future. The Fund, for example, approved mul- 
tiple currency schemes in Italy, Ecuador, and 
Chile(*) although the drafters of the Bretton 
Woods had strongly objected to them. In Italy, a 
free market in which the lira is allowed to fluctuate 
freely in terms of foreign currencies (except ster- 
ling) was permitted, the Fund defending its action 


(*) In Chile and Ecuador, theFund merely sanctioned long 
standing practices. Chile has now four exchange rates: Gov- 
ernment, 19 pesos to the dollar, preferential, 25 pesos, or- 
dinary, 31 pesos, and finally free, around 50 pesos; each 
type of international transaction is assigned one of the four 
above rates. 


where realities forced a violation of the char- 
ter provisions. 

But the most disturbing, in the eyes of the critics, 
was the Fund’s attitude in the case of the French 
franc devaluation. The Fund had nothing against it 
as such, although it involved a’currency devalua- 
tion far in excess of the allowable 10 per cent. But 
it disapproved the establishment of the free market 
for gold and dollars, as well as the multiple cur- 
rency rate scheme (although somewhat different 
multiple currency schemes were condoned in the 


-case of Italy and Latin America). Beyond that, the 


Fund did nothing about the French action. No sanc- 
tions were applied. 

The Fund’s inaction has been interpreted in two 
ways. (1) To some people it means that any country 
may, from now on, take almost any action it sees 
fit in respect to its currency, with no disciplinary 
action. The British are particularly pleased, since, 
should they decide to devalue the pound sterling, 
they would no longer feel bound by the dis- 
approval of the Fund’s directors. They would 
simply follow the French example. (2) By the same 
token, other people feel that the Fund, by its refusal 
to exercise its supra-state powers, as Mr. Paul 
Einzig expressed it, “is accepting the limitations 
of its powers, and no longer harboring ambitions 
that were in the mind of its authors.” And, the 
critics ask, if everybody does what he pleases any- 
how, what reason is there for the Fund’s existence? 

The chief criticism aimed at the Bank has been 
that, like the Monetary Fund, it has failed to take 
the initiative in tackling the problems of rehabili- 
tation and development, and that it has been over- 

cautious. The Bank’s failure to ex- 








International Bank Loans Authorized in 1947 


tend any assistance to Italy, leaving 
the job to the Export-Import Bank, 





is cited as an example. 





$497,000,000(a) 


Country Amount 
France $250,000,000 May 9 314% plus!%  30-yr. loans (1977). Repay- 
; commission ment begins in 5 years. 

Netherlands 125,000,000 Aug. 7 344% plusi% 25 years (1972). Repayment 
commission begins in 5 years. 

Denmark 40,000,000 Aug. 12 344% plus!% 25 years (1972). Repayment 
commission begins in 1953. 

Luxembourg 10,000,000 Aug.28 314% plus!% 25 years (1972). Repayment 

2,000,000(b) Aug. 28 commission begins in July, 1949. 


The Marshall Plan 


It is also being pointed out that 
there is really no need for an ex- 
pensive organization like the Inter- 
national Bank, now that practically 
all the requirements that Western 
Europe may have, will be financed 








(b)—Equivalent of $2 million in Belgium francs. 





(a)—Unused balance for commitments was $252,000,000 on Oct. 31, 1947. 


under the Marshall Program. The 
Bank itself has recognized this and 
| has decided to wait with Western 











(Continued on page 613) 
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Re-appraisals 


of Values, Earnings and Dividend Forecasts 


* 


x * 


Prospects and Ratings for Building Shares, Electrical, 
Railroad, Farm and Office Equipments 


Part II 


™ break in commodity prices, heralding a 
turning point in the postwar price inflation, forcefully 
calls to attention that 1948 is likely to be a year of 
uncertainty as well as challenge to business and 
industry. 

While economic fundamentals continue strong, the 





MARKET ACTION OF STOCK GROUPS 
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new developments confront business with problems 
which it has not had to face for many years, not the 
least of them a return to more competitive business 
conditions and the possibility of some downtrend in 
overall business activity while price correction pro- 
ceeds. It is a prospect that tends to inject a good deal 
of caution, if not conflicting thinking, about the course 
of our economy in the months to come. 

To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of fundamental trends is a prime requisite. 
Only by recourse to reliable facts and trained judg- 
ment can the investor protect his position. From a 
stock market standpoint, the year ahead may be a 
difficult one, perhaps full of contradictory move- 
ments and reactions. All the more, such a prospect 
makes it imperative to keep informed and recognize 
trends in the making. 

To assist our subscribers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows:A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus: 1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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ELECTRICAL 
INDUSTRY © 


— UNDER KEENER COMPETITION 
By PHILLIP DOBBS 


~ 

i quarter interim reports of electrical 
appliance manufacturers and producers of heavy 
equipment are likely to reveal somewhat divergent 
trends in the making. Furthermore it is quite pos- 
sible that the spread between some of the divisions 
in this industry may widen as 1948 progresses. This 
is because while capacity operations are indicated 
for several years to come by makers of large gen- 
erating equipment of one kind or another, produc- 
tion of small motors and household appliances in 
many cases has reached the stage where supply 
and demand is now pretty well balanced or will 
become so very soon. In the latter event, the im- 
pact of rising competition, already noticeable 
towards the end of last year, will be more keenly felt 
from month to month, although the more strongly 
entrenched concerns should feel its influence less 
than numerous others in the field. 


Order Backlogs Heavy 


Until the present huge expansion programs of 
industries and utilities have at least neared com- 
pletion, and the booming demand for diesel-electric 
powered engines by railroads and other enterprises 
subsides, manufacturers of heavy electrical equip- 
ment foresee nothing but all-out production in the 
offing for an indefinite period. Backlog orders in 
this branch of the industry are continuing to pile 
up, and as often a year or more is required to 
complete construction of the large and highly com- 
plicated units, the uptrend in unfilled orders is apt 
to remain rather steady. The length of time needed 
before deliveries and to complete work once started 
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Makers of heavy electrical 
equipment foresee all-out 
production for a consider- 


. Photo by 
able period 


Westinghouse 


also creates a high degree of firmness to orders 
when once placed, thus enhancing prospects for sta- 
bility of manufacturing operations. In other words, 
if a recession in general business activity should 
occur, makers of heavy electrical equipment should 
suffer relatively little at least for some time to come. 

So technical and involved are the specifications 
for such items as generators for the big power 
dams, turbines for hydro installations, diesel and 
gas operated units and giant locomotives, that profit 
margins on this type of work generally are quite 
liberal. Additionally, in times like the present when 
cost trends are upward, contracts often include esca- 
lator clauses to assure adequate profits. To secure 
the best that science and experience can supply in 
this field, it is natural that leading concerns such 
as Westinghouse Electric and General Electric are 
awarded the bulk of large contracts. Indeed, about 
half of the business of these large companies in- 
volves production of heavy electric equipment. The 
confidence with which these leaders view the out- 
look is shown by their vast expansion programs 
since VJ Day; in spite of this GE announces that 
its facilities for diesel-electric generating units are 
booked solid through 1951. Also, expansion plans of 
the utility industry envisages outlays of around $5 
billion during the next five years or so, an all time 
record. With at least a fair prospect of more ample 
supplies of steel and copper during 1948, and bar- 
ring work stoppages, all these demand potentials 
point to excellent business and profits as far as 
heavy electrical equipment is concerned. 

With the number of electrified homes topping 23 
million in 1947 and with (Continued on page 610) 
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Position of Leading Electrical Stocks 














Order Price- Divi- Invest- 
Backlog —Net Per Share— 1947 1947-48 Recent Earnings dend ment 
($Million) 1946 1947 Div. Price Range Price Ratio Yield Rating COMMENTS 
nex Blectical: fo $1.17 $5.00E $ .20 11%- 74, $9 1.8 2.2% C3 |mportant producer of washers, ironers 


and vacuum cleaners. 1948 net may not 
equal last year but conservative divi- 





dend safe. 
Black & Decker. ..(b) 4.70 5.32 2.50 36 -25 30 5.6 8.3 C-+2 Has large backlog orders for power 
X driven hand tools. Outlook bright and 


dividend well backed by earnings. 
Carrier Corp. hs eee ek eS) | oy .20 3.44 Nil 21'/4-12'/, 16 4.7 : C+2 Substantial gains in air-conditioning 


equipment sales likely to be repeated 
in 1948. Capital needs may still pre- 
clude dividend on common. 


Cornell-Dubilier 0. 2.07 1.87 .80 20%4-11 I 5.9 he C+2 Expanding demand for electronic cir- 
cuits favors prospects, for facilities have 
beenenlarged. Dividend appears stable. 











Sharp uptrend in volume and profits 
should hold. Good cost controls indi- 
cated. No change in dividend likely. 


Emerson Electric 31.0 defl.02 2.89 1.05 17 -9% 13 4.5 8.1 C+2 Large backlog assures capacity opera- 
tions for some time. Though inventory 
profits may no longer bolster net, divi- 
dend should be easily earned. 


Eureka-Williams Ueto 1.09 2.05 50 135%- 7, 8 3.9 6.2 Cl Improved materials supply should ex- 
pand 1948 sales, aided by sizable back- 
log and enlarged facilities. Chance for 
dividend improvement. 


“ee Electric . . 750.0(a) 1.49 3.00 E 1.60 397-32 34 14 4.7 Al High rate of incoming orders brightens 


. ee ee eee Poe ' 2.43 5.00E 1.75 30!/-18!/, 24 4.8 7.3 C+ 











outlook. Another record breaking year 
perhaps in store. Expansion program 
may limit dividends. 




















Master Electric 10.0 1.72 4.00 E 2.40 2634-1354 21 5.2 11.4 BI Profit margins widened by rising vol- 
ume. Promising outlook for current year. 
9 by Liberal dividend seems stable. 
ea ARR a a a A aa aa a a 
Maytag ere 1.26 3.00 E 75 1414- 7\/, 10 3.3 75 C2. Last year's record sales level may con- 
tinue at least through first half year. 
Fair chance of more liberal dividends. | 
McGraw Electri¢ 4.64 6.50E 3.50 4534-35 38 5.8 9.2 BI Intragluction of new lines and improved | 
ers X toaster likely to swell volume and net} 
earnings. Dividend status amply pro-| 
ta- tected. 
ds, Noma Electric oc cccccccscsenonn 237 4.90 1.00(x) 20!/-11 17 3.5 5.9 C2 Company's fiscal year to end June 30 


should beat all former records. Margins 
widened by increased sales. Dividend 


uld 








uld strongly assured. 

ne. Servel . ste oe atatah, Shs 67 1.20 30 §16%-10% 9.2 2.7.  C+I Probable improvement in sales and 
Ns modest gain in earnings during 1948. 
8 But small dividend not likely to be 
yer increased. 

nd Square D mee cn A ee 1.96 3.00 E 1.30 1854-1334 17 5.7 7.6 BI Strong demand for electric control de- 
fit x vices supporting sales and profit poten- 


. | tials. Some chance of an improvement 
4) { . es 
ite | in dividend rate. 








en RE beany? eats edge ole s 2.42 6.37 2.00 3534-26 30 47 66  B2 Established trade position sustaining 

Ca- record sales of small appliances. Out- 
| look favorable for 1948. Dividend un- 

ire doubtedly secure. 

in Sylvania Electric oc eccwmeome 1.97 2.25E 1.40 28!/4-18% 19 8.4 7.4 B2 Strong demand for company's special- 


ties, including fluorescent lighting, indi- 
cates continued prosperity during 1948. 


ich 











ure No change in dividend. 

nut Westinghouse Electric ..... .. 715.5 68 350E 1.25 31 -2242 26 75 48 Al Expanded facilities and large backlog 

1in- x could raise volume and earnings during 

’ current year. Conservative dividend well 

‘he assured of stability. 

ut- Weston Electric Instrument... __......... 7.10 4.50E 2.00 55 -30 31 6.9 6.4 B2 Continued ample demand for special- 

ms ties indicates probable continuation of 
good earning power. No change in 

1at dividend likely. 

Are Wolk Corpses sr NGS 1.37 2.18 30 «1634-10212 5.5 2.5  C+2. Company benefitting from heavy de- 


mand for output. 1948 earnings may 
equal those of last year, but capital 





$5 requirements may permit no dividend 
me increase. 
= (x) —Plus 5% Stock. 
als (a)—Order Backlog on heavy equipment only. 
as (b)—January 27, 1948, unfilled orders were reported sufficient for an entire year’s business. 
E—Estimated. 
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By GEORGE MERTON 


Win the biggest order of backlogs since 1923, 
the railroad equipment industry is well on the road 
to establishing record sales. Whether this goal will 
be realized depends upon several factors, mainly 
the availability of supplies. Whether earnings will 
keep pace with sales is still another matter. An 
analysis of the peculiar influences affecting this in- 
dustry appears in order, especially in view of the 
highly selective market action of rail equipment 
shares within recent months. 

The immediate picture facing the industry is 
bright. As of January 1, 1948, unfilled orders for 
freight cars called for 105,112 units, compared with 
only 63,829 the previous year. Producers are tack- 
ling this backlog at the current rate of approxi- 
mately 10,000 units a month, a considerably higher 
rate than a year ago. The industry is aiming at a 
monthly output of 14,000 units—if it can get suffi- 
cient steel. Shortages of steel continue to be a sore 
spot, being mainly responsible for the industry op- 
erating at only about 50% of capacity last year. 
This situation is gradually improving, although the 
supply is still far from satisfying demands. 


Repair by Railroads 


Further aggravating the steel shortages for the 
construction of new cars is the fact that the rail- 
roads themselves have been allocating a consider- 
able amount of steel for repairing old cars which 
have been needed so badly. However, this situation 
is tending to bring about its own corrective meas- 
ures, since the cost of continually repairing old cars 
is becoming heavier and heavier; thus, the rail- 
roads will be more disposed to buy new cars. Since 
the price of scrap is so high, an additional impetus 
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is given to the dismanp. 
tling of worn out units 
and replacing them 
with new ones. 


Car Mortality 


That these factors 
are exerting their inf 
fluence is borne out by 
the fact that the rail. 
roads are currently be- 
lieved to have at least 
8,000 fewer freight 
cars on the lines than 
they had a year ago, in 
spite of over 68,000 
new cars being built 
last year. Evidently old 
cars broke down and 
were retired quicker 
than they could be re. 
placed. With one-fifth 
of all cars over thirty 
years old, a wide poten- 
tial market is afford. 
ed, further supplement- 
ed by European needs 
estimated at 200,000 
units. 

How long will the 
heavy accumulated de 
mand last? Estimates#j 
vary from two to three 
years, depending upon the monthly production rate 
attained, the supply of steel, and the ability andj] 
willingness of the railroads to buy. Although freight} 
car loadings last year were the highest since 1930, 
even greater than during World War II, a further 
increase of 3.5% is expected for the first quarter 
of this year over the similar period last year. The 
springtime car shortage may be almost as bad as 
last autumn. This condition is gradually bringing 
about a change in thinking concerning the country’s 
freight car needs. There is a growing realization 
that our expanding national economy calls for a 
considerable permanent increase in the total fleet 
of cars operating. Secretary Krug has stated that 
the national need is for 900,000 new freight cars 
in the next five years. Whatever the estimates, there 
is no disputing the fact that car builders have 4 
big job ahead and 1948 should be an active andj 
profitable year. 

Under ordinary conditions, the highly specialized} 
nature of the industry, with very heavy overhead | 
and normally cyclical demand, tends to restrict Union 1 
earning power. Profit margins ordinarily are notf 
wide. Extensive conversion to war work during theff 
latest conflict stimulated production of freight carsfiWesing 
by the railroads themselves; there are no indica Ww 
tions of this practice being abandoned. Further-§ 
more, new companies, such as Bethlehem Steel, have§y—— 
entered the field. The established companies havep "3 
sought to diversify their operations by developing 
other products. In certain cases this has been 4 
valuable adjunct to their earning power. But in (x) 
many cases the new products did little more than 
filling out sales gross and carrying some of the 
overhead. 

In an effort to check the rise in basic costs, pro 
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; ducers have expanded and modernized manufactur- shot in the arm through the development of the 

man.§ ing techniques, adopting such things as assembly- light-weight streamlined unit which has practically 

units § line methods in certain production, autogenous weld- revolutionized passenger train travel. Having 

them ing etc. These should be of material benefit in proved their popularity and revenue possibilities, 

handling the large volume of orders on hand, giving these cars came into great demand. Shortages of 

an additional boost to the usually good-sized profits steel, small electric motors, and air conditioning 

under capacity operations. equipment prevented full production of passenger 

The passenger train car business, after the dis- cars but these are gradually easing. Although passen- 

ctorsfmal years of the depression, received a tremendous _ ger service, of minor importance (Con. on page 616) 
r in- 
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te 7 Position of Leading Rail Equipment Companies 

least Order —Net Per Share— Price- Divi- Invest- 

ei ght Backlog Estimated 1947 1947-48 Recent Earnings dend ment 

than ($ Million) 1946 1947 Div. Price Range Price Ratio Yield Rating COMMENTS 

xO, in P ° ive diversification pr 

“tags American Brake Shoe............ . $27.3 $3.51 $3.90 $2.40 50 -36 $40 10.2 6.0% B| Through aggressive diversification pro- 
ram, is only 50% d ndent on rail- 

8,000 X pang Gestion cillep-mer ear A favor- 

built able. High quality stock is good divi- 
dend payer. 60c quarterly dividend 

ly old amply covered. 

and American Car & Foundry... 270.0 5.26 5.00 3.00 5474-36 39 7.8 Vea C+ 1 Second largest car builder, with appre- 

. X ciable other interests. Earnings to be 

licker well maintained. Annuol dividend of $3 

ye re paid during last three years will prob- 
ably continue. 

fifth American Locomotive .......... - 96.0 3.04 1.70 1.65 3034-185 20 «11.7 8.2 C+2 Concentrating on production of diesel 

hirty units. Full earning power still to be 

; achieved. 35¢ quarterly dividend may 

yoten- barely be covered but will likely be paid. 

i i Yo.127 E di idely in the diesel field. 
fford- f}| Baldwin Locomotive .......... = 2.63 1.00 1.00 2434-12% 1313.0 7.7 B2 Glee iene hubie tl Goes 
ment- earnings partially offset by favorable 

d longer term prospects. 50c semi-annual 
needs dividend barely earned. 
10,000 fi General American Transp... 61.0 3.45 6.50 2.75 5834-48 52 8.053 B2 Strongly situated owner-operator oftank- 
refrigerator cars, with other importan 
| X profitable lines. Outlook good. Good 
l the ] hae oy ad pays extras to 75¢ quar- 
] terly dividend. 
GQ OR Sonal Railway Signal __ 23 90. 1.00. 314-19 25. 27.8. 4.0 BI Smaller manufacturer of signals, 
mates | xX switches, etc. Longer term prospects 
promising. 25c quarterly dividend will |}, 
three probably seennen, with greater cover- 
age in sight. 
1 rate Lima-Hamilton*® ou. 70.0 1.63 - 1.60 .60(x) 1254- 8% 9 5.6 6.7 B2 Third largest producer of steam loco- 
"4 and motives, with diesels and other interests 
° ht looming large. Financial position sound. 
‘ol I5c aie dividend appears well 
19 F protected. 

York Airbraken ke 65 619A F /2-32! A ‘ Does 25-30% of all air brake business. 
irther New York Airbrake 3 3.50 46'/2-32//5 36 5.8 — 62 Substantial fecsineas in sight. So s to 
larter be well maintained. Further liberal ex- 

tras to 50¢ quarterly dividend indicated. 
. TheBlipoor & Co. “BY... +~+*+#+255 3.00 1,50 19-11% 14 47 10.7 C42 Concentrates on sale of products for 
ad as oon ——— and ne 
he arnings outlook moderately favorable. 
in Other extras possible t Il protected 
m4 : 26¢ quarterly dividend. 
Y BiPtessed Steel Car............ 54.4 def..61 I7A Nil 16 - 8% 9 9.3 C+2 Third largest freight car builder—most 
Zation —— in this —_ Earnings — 
. ook unimpressive. Early resumption o 
for an common dividend fs likely. 
1 fleet i Pullman nme 375.7 64 3.00 3.00 61-47, 48 160 62 BI Largest builder of freight and passenger 
th t X cars. Owns valuable subsidiary. Well 
1 a pe bgp a, oo 
t ears quality stock pays 50c quarterly, plus 
year-end extras. 
there BUIMOPNSCIOl <2 2.65 2.00 1.60 24144-17'/, 19 9.5 8.4 C+2 Manufactures steam superheaters and 
other boiler equipment. Outlets varied 
lave 4 in several industries. Earnings outlook 
e and | sotecanaly Sraseite, ee teas to 
¢ quarterly dividend possible. 
—— |Symington SoU cn Btn 31 .05 25 10!4- 51/4 6 120.0 4.2 C2 Manufactures cast steel railway equip- 
ialized ment specialties. Competitive position 
“| d | secondary. Earnings outlook Bh ees 
aT nea | sive. Future dividends uncertain. 
estrictl Union Tank Car... 3.30 3.75 2.50 3834-30 35 9.3 7.1 B2 Largest tank car fleet operator. Con- 
is t 1 tinuation of past gocd record indicated 
re no but increasing competition possible. 
ng the ! 50c Soetery dividend will probably 
! receive further extras. 
1t CaS Westinghouse Airbrake .... 70.0 3.06 4.25 3.00  3844-27%4 34 8.0 8.8 AJ Leading maker of air brakes, signaling, 
indica: W and control equipment. Earnings pros- 
pects quite favorable. Good dividend 
irther- payer. Additional extras to 50c quar- 
1] have terly dividend indicated. 
? Youngstown Steel Door... __ ul 2.50 1.00 2156-15 16 6.4 6.2 BI Manufacturer of patented freight car 
s have doors and sdee. -_ mentanees oper. 
. ations in sight. 25¢ quarte ivid 
loping may receive other pci ieleiines 
oeen aff 
But int (x)—Announced annual rate. General Machinery Corp. effected October |, 1947; 534 new 
ee A—Actual earnings reported by the company. shares were issued for each share of Limo Locomotive Works; 
os the *—Represents a consolidation of Lima Locomotive Works and while General Machinery Corp. stock was exchanged on a 
9) e share for share basis. 
S, pro 
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By FRANK R. WALTERS 


oo equipment sales last year reached an 
estimated all-time high of $1.5 billion, which is an 
increase of 50% over the previous year. Domestic 
sales accounted for around $1.2 billion, exports for 
$300 million. Indications are that this year will be 
an even better one. 

Few industries enjoy the pleasant prospects that 
face the manufacturers of agricultural machinery. 
They play an important role in speeding world re- 
covery by furnishing the means for alleviating the 
critical food shortages that prevail in many parts 
of the world. Not only American production of food 
products but of farm equipment as well is vitally 
needed to achieve this goal. 


Basic Demand Factors 


Mechanization on farms is in full swing, with no 
interruption in sight. Extensive use of equipment 
during the war, combined with limited production, 
has resulted in a substantial portion of farm ma- 
chinery being either worn out or over-age. This 
situation would find a good measure of correction 
even during normal times; with farm income at its 
highest level, the impetus to correction will be great- 
er than ever. In this connection, it is interesting 
to note that during the years 1925-40, domestic sales 
of farm equipment averaged 8.8% of.annual average 
cash farm income, a figure that dropped consider- 
ably lower during war years. The farmer’s mechani- 
cal and motorized equipment has not increased in 
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Photo by John Deere 


proportion to his general prosperity, leaving a great 
deferment to be made up. While some urgent needs 
have been met, the demand remains heavy and 
pressing. 

While enjoying high prices for the products they 
sell, farmers have also had to pay higher prices for 
the goods they buy, and there has been a tripling 
of pre-war wages paid to farm workers. The latter 
further accelerates the trend towards mechaniza- 
tion. The fact that during the war, farmers were 
able to produce 33% more with 10% less help than 
before the war is expected to serve as powerful stim- 
ulant to the adoption of powered equipment to com- 
bat increased costs. Hence the stage is set for farm 
equipment manufacturers to chalk up new produc 
tion and sales records in the months ahead. 

The degree of excellence of performance will de 
pend upon several factors. Perhaps the most impor- 
tant of these is raw materials. With the steel situa- 
tion still tight, producers of agricultural implements 
have been unable to obtain all the steel they would 
like. Amelioration of this condition is expected to 
be gradual, with steel allocations a distinct possi- 
bility. However, the urgent need for farm equip 
ment, together with the fact that the industry uses 
up only 3%-4% of total steel production, should 
assure favorable consideration for farm equipment 
producers. Another possibility is interrupted produc 
tion. This could be serious for individual companies, 
as demonstrated in 1946 when prolonged strikes 
paralized activities in certain plants. But in view 
of the seemingly more moderate attitude on the part 
of labor, no serious impediment to production is 
expected. 

The dominant factor in power-farming is the trac- 


THE MAGAZINE OF WALL STREET 





font ato wee 


>! 


>! 














Sa 





n Deere 


great 
needs 
rand 


; they 
os for 
ipling 
latter 
aniza- 
were 
» than 
stim- 
) com- 
farm 
“oduc- 


ill de- 
mpor- 
situa- 
ments 
would 
ted to 
possi- 
equip- 
y uses 
should 
pment 
roduc: 
yanies, 
strikes 
| view 
e part 
ion 1s 


e trac: 


REET 


tor. When one considers that a single tractor is the 
equivalent of five work animals, its appeal to farm- 
ers is readily evident. Continually improved and 
made more adaptable, tractors have largely dis- 
placed horses and mules on the farms. By 1950 it 
is estimated that farmers will be using 2,600,000 
tractors, compared with only 1,500,000 shortly be- 
fore the war and about 2,000,000 at its termination. 
In this field, the small-size tractors, most suitable 
for mechanizing small farms, are continuing their 
impressive sales uptrend. The major manufacturers 
have made large plant investments for the produc- 
tion of such units and are now believed to be in full 
operation. International Harvester alone is expected 
to turn out 50,000 units of its small-sized “Farmall 
Cub” a year. 


New Implements 


Other farm implements that are meeting with a 
good reception are new and improved cotton and 
corn pickers, automatic hay balers, and numerous 
automatic controls for attachments—all of which 
will not only lighten farm work but also reduce 
farm costs. 

The reader may wonder at the competition in 
this industry, which has such a ready market. It has 
already attracted a new-comer—Graham Paige with 
its Rototiller which may become a factor to reckon 
with in the lowest price tractor field. Ford Motor 
Company is believed to have stepped up its produc- 
tion of farm tractors to an estimated 100,000 last 
year. However, competition in this industry is not 
excessive. The larger companies have well estab- 
lished networks of dealers and factory branches; 


over a period of many years they have succeeded in 
obtaining and maintaining the lion’s share of the 
business, although some smaller concerns have also 
been able to sell their products successfully. The 
closely-knit nature of this business generally pre- 
cludes too severe price competition. 


Foreign Market Potentials 


Although overshadowed by the large domestic 
market, the foreign market for agricultural ma- 
chinery may become of increasingly greater im- 
portance. Canada may be expected to continue her 
role as our best customer and substantial shortages 
of equipment exist almost everywhere including 
prominently in South America and many European 
countries. In expanding foreign markets, however, 
the question of payment (dollar shortages) is com- 
ing increasingly to the fore. 

In the long run, of course, the bulk of farm equip- 
ment sales will depend upon domestic farm income. 
This is expected to have reached an all-time high of 
$30 billion for 1947. Indications are that this year 
will see a decline of about 9%, to around $28 billion 
with final results determined by the trend of agricul- 
tural prices. While these lately have weakened per- 
ceptibly, Government support will likely hold the 
decline within bounds. Even at lower price levels, 
farm cash income should compare very favorably 
with the best prewar years. Furthermore, the farm- 
er has considerably improved his financial position 
in the wake of six years of record production at 
high prices. By January 1, 1947, farmers all over 
the country had salted away in the banks $15.1 
billion. This was an (Continued on page 614) 











Position of Leading Farm Equipment Stocks 





Net Per Share 
1942-45 
Avge. 1946 








1947 
1947 Div. 


1947-48 
Price Range 


Divi- 
dend 
Yield 


Invest- 
ment | 
Rating COMMENTS 


Price- 
Recent Earnings 
Price Ratio 





Allis-Chalmers 000. uuu. $3.88 def$.14 $1.50E $1.60 


4294-3044 $35 23.3 


Leading producer of tractors, combines, 
etc. Higher prices, greater efficiency 
will considerably improve earnings. 40c 
quarterly dividend may be raised. 


4.6% Bl 





oe > eee 1.33 Al 2.60 75 


163-10! 13 5.0 5.8 Cl 


Smaller producer of farm equipment. 
Earnings outlook favorable. Working 
capital needs may keep dividends on 
conservative basis. 





(CTT i Gi A Reaieedeteeniee teem 720, & 1.07 5.47 1.60 47 


-29!/2 40 Fa 4.0 Bl 


Major manufacturer of tractors and 
farm machinery. Good caliber stock. 
Future prospects distinctly promising. 
40c quarterly dividend may continue. 





Basie & Conn... CR 2.46 3.90 2.00 
xX 


4634-31 40 10.2 5.0 BI 


Second largest manufacturer of farm 
equipment. Continued gains in earn- 
ings indicated. 25c quarterly dividend 
may be raised or receive further extras. 





Gleaner Harvester _........... 1.39 2.85 5.21 2.40 


25!/2-1834 23 44 10.4 BI 


Smaller manufacturer of harvesting ma- 
chines. Making ona Progress. 30c 
quarterly, plus * er extras, indicated. 





International Harvester ........ 4.67 3.91 10.07 3.65 95 


-70 84 8.3 4.3 Bi 


Leading manufacturer of all types of 
farm equipment. Record sales in pros- 
pect. Conservative $1 quarterly dividend 
may be raised over longer term. 





Minneapolis-Moline 1.02 1.52 5.81 Nil 


‘ 1534-7 


Smaller, marginal producer of agricul- 
tural machinery. Position improving but, 
pending recapitalization, common divi- 
dends uncertain. 





Myers, FE & Bro. | 522 3.58 5.62 3.00 56 


-50!/, 51 9.2 SF BI 


Leading manufacturer of pumps, spray- 
ers, etc. Future favorable. Stock is a 
good dividend payer. 75¢ quarterly 
dividend will likely continue. 








— 2.33 2.04 4.61 1.00 


27\/2-179%/, 24 5.2 4.2 oe 


Medium-sized manufacturer of farm 
equipment. Growth Prospects favorable. 
But dividends may continue conserva- 
tive due to working capital needs. 





E—Estimated. 
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-. 1947, manufacturers of office 
equipment enjoyed their biggest 
year on record, both from the 
standpoint of dollar sales and 
physical production. And in spite 
of the fact that they operated at 
capacity, the year-end found their 
backlogs of unfilled orders ranging from six months 
to more than a full year’s volume. 

While indications of well maintained operations 
are evident this year, with the filling of the most 
urgent needs the industry is tending once more to 
assume its normal pattern. Much of current demand 
is for replacement; but technological improvements, 
on top of an increasingly greater interest in labor 
saving devices, provides a constant stimulant to pro- 
duction. Additionally, foreign markets are looming 
large in future potentials of the industry. 

Faced with the greatly expanded needs arising 
from deferred demand and post-war industrial ex- 
pansion, office equipment manufacturers have made 
extensive strides in fulfilling requirements. While 
the market for new equipment is still far from being 
exhausted, future production will be geared more to 
the replacement of existing equipment and the devel- 
opment of specialty lines. Since sales normally are 
highest during prosperous business years, office 
equipment manufacturers are continuing to enjoy 
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THE OUTLOOK FOR 


Office Equipments 


By RICHARD COLSTON 


good markets, fur- 
ther bolstered by the 
endless needs of all 
business organiza- 
tions for record-com- 
piling and_ record- 
keeping machines to 
handle the vastly in- 
creased paper work. 
Other favorable long 
term factors are the 
increasing need both 
in offices and fac- 
tories for labor-sav- 
ing and mechanical 
devices to offset ris- 
ing wages and pro- 
duction costs; while 
a wide market is 
available for efficient 
machines to sell in 
the lower brackets, 
potentials for which 
have been scarcely 
touched. 

In view of the wide 
fluctuations in sales 
of office equipment, 
uniform results can- 
not be expected. In 
the typewriter field, 
for instance, sales of 
standard models will 
conform more to re- 
placement require- 
ments, while porta- 
bles may be expected 
to continue their up- 
ward trend in origi- 
nal sales. Also, the 
saturation point for 
accounting, book- 
keeping, and calcu- 
lating machines is much further away than for cash 
registers and adding machines. 

Since wages account for a substantial portion of 
manufacturing costs, they have a vital and some- 
what varying effect on earnings. The basic trend 
toward lower prices for certain items, such as type- 
writers and adding machines, tends to narrow over- 
all spreads; but other business machines will prob- 
ably continue to show wide, or only moderately 
lower, profit margins. Selling and overhead ex- 
penses, bulking large and being comparatively in- 
flexible, exert a powerful lever on final profits. Al- 
though there are only a few companies in this indus- 
try, competition is keen. Selling prices are affected 
not only directly by the above factors but also in- 
directly through increased trade-in allowances and 
discounts. 

Upward price adjustments in 1946 and 1947, com- 
bined with capacity production, enabled office equip- 
ment producers to more than offset the additional 
costs of labor, materials, etc., with the result that 
earnings last year picked up con- 
siderably over the previous year. 
The exceptional decline in earn- 
ings for Remington Rand was due 
to labor difficulties rather than a 
decrease in demand. No lessening 
of wage pressure is indicated for 
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the medium term future, a factor which in itself 
would be a somewhat limiting influence on the profits 
of all companies ; however, improved manufacturing 
methods will provide a measure of relief, while con- 
centration on special types of equipment, when the 
current general demand tapers off, will provide com- 
panies with more profitable items. 

Foreign sales traditionally are an important con- 
sideration; in prewar years, exports accounted for 
25%-40% of total industry revenues. After dropping 
to the vanishing point during the war, exports of 
office appliances recovered strongly to some $50,- 
000,000 in 1946 and approximately double that sum 
in 1947. Dollar shortages in European countries are 
a restrictive influence on further expansion of for- 
eign shipments; yet this is modified by the elimina- 
tion of competition from German producers of office 
equipment and the considerable gain in exports to 
South and Central America. Recent developments 
whereby some 23 nations lowered tariffs at the be- 
ginning of this year should stimulate demand for 
most types of office equipment, with the United 
Kingdom the most important taker; and whatever 
benefits eventually will result from the Marshall Plan 
in rehabilitating Europe may further lift the ul- 
timate export potential. 


Long Term Growth Trend 


Altogether, the long term growth trend in unit 
sales of office equipment is expected to continue. The 
price increases that have been put into effect have 
been moderate and have not encountered any notice- 
able sales resistance. Proflt margins may narrow 
slightly for the first half of this year but volume 


operations from expanded facilities should result in 
good earnings. If margins are squeezed, another 
moderate increase in prices should provide adequate 
compensation. In the face of continuing good busi- 
ness conditions, and barring interruption of produc- 
tion schedules, the manufacturers of office equip- 
ment may well enjoy another year of record, or near- 
record, production. 


Wider Potential Markets 


Leaders in the industry feel confident that a 
higher level of demand for office equipment than 
before the war will continue after present urgent 
requirements have been met. Potential markets have 
been considerably widened by the development of 
new types of machines. Offices that have never used 
special devices are becoming keenly aware of the 
benefits to be derived from them. Leading companies 
claim that the productivity of office workers can be 
increased from 25% to as much as 300% by using 
new machines for standard office jobs. One company 
demonstrated how it was possible to reduce typing 
time from 17% to 78%. What these time-saving 
devices can mean to “cost conscious” executives is 
apparent when one considers that the ratio of office 
to factory workers has increased from one to nine 
before the war to one to four at present. 

While certain factors in the industry are of the 
opinion that their wartime expansion will be suffi- 
cient to take care of all new business, many leading 
companies have embarked upon substantial postwar 
expansion programs. In spite of a 53% increase in 
gross plant area since 1941, International Business 
Machines is constructing a large new factory in 
Poughkeepsie, New York. (Continued on page 614) 








Position of Leading Office Equipment Shares 





Net Per Share 
1942-45 
Avge. 








1947 


1946 1947 Div. 


1947-48 
Price Range Price 


Price- Divi- Invest- 
Recent Earnings dend ment 


Ratio Yield Rating COMMENTS 





Addressograph-Multigraph... $1.73 $2.08 $5.99 $2.35 


40!/4-29'/. $30 5.0 


Produces widely diversified line. Un- 
filled orders large. Outlook favorable. 
50c quarterly dividend may be supple- 
mented by further extras. 


7.8% B62 





Burroughs Adding Machine. .65 .40 1.25E 75 
X 


165%-12'/ 13 10.4 5.8 BI 


Leading manufacturer of numerous ma- 
chines. Recent good earnings trend con- 
tinuing. I5¢ quarterly dividend may be 
raised or receive other extras. 





Felt & Tarrant Mfg... 1.68 2.02 2.50E 2.00 


265-20 21 8.4 9.5 


B—2 Smaller producer of adding-calculating 
machines. Outlook favorable. Continued 
liberal extras to 35¢ quarterly dividend 
indicated. 





a“ Business Machines........... 3.80 7.48 9.50 E 3.43 


140!/-117'/2 127 13.4 a2 A 


Leading producer of bookkeeping and 
accounting machines. Stock of semi- 
investment caliber. Still in growth 
phase. New stock on $1 quarterly basis. 





National Cash Register............. 1.83 2.06 650E 2.25 


431/4-33 35 5.4 6.4 B2 


Produces 90% of cash registers, plus 
other machines. Near-term outlook fa- 
vorable. 50c quarterly, plus extras, 
indicated. 





Remington Rand 1.18 3.56 3.25 E 


20'/4-12¥g 13 4.0 6.0 BI 


Makes full line of office equipment, 
typewriters most important. Outlook 
favorable. 25¢ quarterly dividend ex- 
pected to continue, plus small stock 
dividend. 





Royal Typewriter . 1.00 .30 3.49 1.55 


247-187 19 5.4 8.2 BI 


One of four largest typewriter pro- 
ducers. Earnings in uptrend. 40¢ quar- 
terly dividend, plus moderate extras, 
indicated. 





Smith, L. C. & Corona... . 386 


35!2-191/4 20 3.6 10.0 B2 


Fourth largest typewriter maker. Well 
sustained earnings in sight. 50c quar- 
—! appears adequately pro- 
ected. 





RINRIWOGE foe 3.13 2.66 7.00 E 4.00 
xX 


58!/2-43!/, 48 6.9 8.3 Al 


Major producer of office and business 
equipment. Earnings steadily increasing. 
Longer term outlook promising. Divi- 
dends should be well maintained. 





E—Estimated. 
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By STANLEY DEVLIN 


ee to Government estimates, suppliers 
of building materials are likely to enjoy another 
record breaking year during 1948, with total new 
construction placed at about $15 billion. This would 
represent a gain of 18% over the construction vol- 
ume of $12.8 billion achieved in 1947. As repairs, 
alterations and modernization could swell the total 
for the current year by perhaps another $5 billion, 
1948 promises to be an exceptionally active period, 
enhancing sales and earnings potentials on a broad 
scale for the numerous components of the industry. 


Volume Trend Upwards 


While forecasts by the Federal Works Agency 
and F. W. Dodge Corporation are slightly less op- 
timistic than the sources cited above, everyone 
seems to agree that total volume will continue to 
trend upwards. In this event, earnings of the lead- 
ing companies should at least equal the highly satis- 
factory levels reached last year. 

What seems to have sparked building activity into 
what appears a genuine postwar boom has been a 
widespread public acceptance of higher costs as a 
matter not soon to be ameliorated. Until midsummer 
of 1947, hesitation over soaring construction costs 
got the year off to a laggard start. Thereafter the 
huge pressure for additional homes and new indus- 
trial facilities proved irresistible and the race for 
new construction began in earnest. As things look 
now, there may be a slight rise of around 5% in build- 
ing costs during the year but not enough to dampen 
enthusiasm appreciably. On the other hand, there 
is a possibility that some building materials may 
recede moderately in price, due to steps taken to 
expand production. 
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How far can the 


Building Boom Go? 


If more plentiful supplies of materials and labor 
permit, it is hoped that 950,000 new homes will be 
built during 1948 compared with 860,000 completed 
last year. At that, only the surface of deferred de- 
mand would be scratched because of the immense 
housing shortage, population increase, millions of 
marriages and doubled up families. Few industries 
potentially have a better assured outlook for prolong- 
ed activity than the building group provided that 
business in general remains at a high level and that 
the industry exercises restraint in the matter of 
costs and prices. 


1948 Estimates 


The Department of Commerce figures that private 
spending on home building may exceed $6 billion in 
the current year against $4.9 billion during 1947. 
Back in 1925, a previous high mark of $4.59 billion 
was established, though building costs in that year 
were much lower than at present. Outlays for pri- 
vate non-residential construction in 1948 may not 
vary much from the $3.3 billion spent last year, but 
industrial building may absorb a somewhat smaller 
proportion of the total. Federal, State and municipal 
outlays for public works are expected to expand to 
approximate perhaps $3.7 billion for the year. 

For the first five weeks of 1948, the Engineering 
News Record figures that compared with a year ago, 
Federal construction has jumped 30% and under- 
takings by States and municipalities have risen by 
65%. Waterways, bridges, highways and _ public 
buildings account for most of the activity mentioned 
of this class. In the industrial field, chemical and 
steel concerns lead in their outlays for additional 
facilities, and paper companies have a huge con- 
struction program under way. Total new capital 
made available for construction purposes during the 
first five weeks of 1948, according to the ENR, was 
108% greater than in the same period of 1947. 

With rent controls off. on private new construc- 
tion projects, the uptrend in mass production of 
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Position of Leading Building Materials Stocks 


Dollars Per Common Share ———————_ Price- Divi- Invest- 





1942-45 1946 1947 1947 1947-48 Recent Earnings dend ment 
Avge.Net Net Net Div. Price Range Price Ratio Yield Rating COMMENTS 





Alpha Portland Cement... $ 51 $2.72 $3.00E $2.00 35 -24% $27 9.0 7.4% C2 Lack of foreign competition favors high 


level sales and fair margins in Eastern 
section served. Liberal dividend seams 





sate. 
Amer. Rad. & S. 5... . a 95 150E 1.00 I7 -I1% 13 on Ge se 


pany’s specialties enhance 1948 outlook. 
Dividend —, P 
Ent hed trade ition and insa- 
Armstrong Cork on 2.30 2.54 6.00E 2.60 55 -38'/, 43 72 6.1 G2 table deamand ter Gath Meee eoueians 
and cork items likely to sustain sales 
and earnings. Stable dividend. 
NEG 26 ER 7 1.78 9.76 1.75 491/4-32 47 4.8 a8 B2 Leading producer of hardwood floors, 
enjoying record demand for output. Fair 
chance of increased ja eae 4 
Well situated to benefit from production 
Celotex pieiaecrenssceceen . 73 4.17 6.59 1.12! 3254-19% 25 3.8 4.5 BI of low cost bagasse and gypsum wall- 
x boards. Sharp uptrend in earnings 
should hold during 1948. Dividend im- 
ea Possibie h 
; mpressive demand for asphalt shingles 
Certainteed Products ....... .67 2.36 3.50E .60 214-119 15 4.3 4.0 Cl ond qxpem products betghions prem! 
pects for current year. Capital needs 
suggest conservative dividend. 
-Nairn ............... : 1.89 4.00 E x 3314-23! 30 75 6.6 2 Record sales of linoleum likely to con- 
Congoleum Nairn 1.33 8 00 00 /4 /2 B tinue in 1948, aided by plant expansion. 
Net earnings should amply cover current 
dividend rate, 


1 Continued strong demand for pipes, 
1e Crane Co... (1.80 341 450E 260 402-264, 31 69 84 BI Climbing ond heating devices should 
x hold earnings at satisfactory level. No 

change in dividend likely. 


























Devoe & Raynolds A... 1.51 3.50 5.62 1.60 317-204, 23 4.1 7.0 B2 Combined production and distribution 

facilities in paint field augur well for 

d sustined prosperity. Earnings warrant 
2s | higher dividend. 





New construction plus repair demand 


. | 
Flintkote Re 2.82 6.72 1.50 39!/o-24 33 4.9 4.5 BE oe re suatate high level sales. Modern- 
x ized plant operations a favorable fac- 
tor. Dividend improvement possible. 

















Re rag ry 3 A 4-241 Ki } Uptrend in sales and earni in 1947 
labor Holland Furnace 65 2 3.25E 2.00 3114-214, 22 6.8 9.1 BI ves Pratd 20 _ pag ry He 
: construction, provided steel supplies in- 
l e 

crease. Stable dividends probable. 
leted Johns-Manville ......... 1.97 190 3.17 1.40 461-35 % WA 3 A ee oe 
d de- X Rar evag program ae completion. 
1ense ividend amply earned. 
1s of Lehigh Portland Cement... 1.53 3.18 3.50E 1.50 44'/-30/2 33 94 4h CEE ES well lected sees renee 
evel sales. No let-up in demand for 
tries X cement in sight. Conservative dividend 
well assured of stability. . 
long- Lone Star Comont....._ 2.93 658 667 425  19%4-50/, 62 93 69  B2 4pove.average stabilly achieved by 
that xX America. Outlook warrants confidence 
that in well sustained earnings. Dividend safe. 
7 f PAGEGH ite one, Bene 3.67 7.30 2.00 63'/2-39!/ 54 7.4 Sek BI Largest producer of hardboard with 
r 0 favorable prospects for good earnings. 


Dividend secure but likely to remain on 

a basis. onet 
= 1.145 Ranks second in its field. Large expan- 
— Gypsum _______...... 50 2.21 2.75 E 75 251/2-1454 17 6.2 4.5 CE program likely to increase sales 
and stabilize profits. No change in 





















































ivate ; dividend rate likely. 

: Otis Elevator 0. aa 2.36 3.25E 1.35 3352-24 29 8.9 4.6 BI Handles about 70% of business in its 
on in field. Large backlog exceeds year's 
1947 sales. Moderate earnings uptrend prob- 
‘lion = ~ no ee in sr = 

Dix; ¥,-131 eav leman ti t 
Penn.-Dixie Cement... .54 2.28 2.50E 1.25 2434-134. 16 64 7.8 C2 enhances cubis, fanels casniaes ae 
year cated in current year, and dividends 
; pri- should be maintained at current rates. 
t Pittsburgh Plate Glass..... 1.46 1.92 3.25E 1.70 4274-32'/, 36 Te 4.7 Al Large sales of glass to automotive and 
y no page aoa through 
, along with substanti int vol- 
9 but q ume. Stable dividend assured. ine 
aller Prat & Lambert... 2.19 4.16 5.00E 2.95 48 -35 39 7.8 7.6 B2 Unabated demand for paints and var. 
ci al nishes should sustain high level volume 
Dp and satisfactory earnings. Ample sup- 
nd to port for dividend indicated. 
ES arr 6.73 10.00 E 2.75 68!/4-421/, 57 5.7 4.8 Bl Output of asbestos and asphalt prod- 
ucts has established long unbroken 
ering ones record for one past. Out- 
ook above average bright. 
* ago, Sherwin Williams 0... 3.14 5.12 7.08 3.1272 781-65 aS 4 ee ee ee 
nder- with improved supply status. Late divi- 
on by dend increase likely to hold. 
bli Thompson Starrett ...................def.49 42 def.69(a) Nil T'/4- 334 4 u €2 Large building contractors with drab 
UD LIC earnings record. Continued deficits 
ioned have precluded dividends. New manage- 
ment may add to speculative appeal. 
1 and U.S. Gypsum. 3.57 9.90 9.50E 4.00 10734-86 95 10.0 42 Al Long established and dominant unit in 
1 x field. Outlook enhanced by huge de- 
10na. mand and sizable additions to facilities. 
con- Betterment of dividend possible. 
spital W4IWOHN 26 PA 1.25 1.50E 75 13'4- 744 9 6.0 8.3 Bl Continued heavy demand for valves and 
pl pipe tools a oe bce ye 
earnings may expand m t t 
4 the dividend a sr ear be teaseaned. 
» was Yale & TOWNG nen 2.97 2.12 4.00E 160 45 -28%, 29 #49172 «5.5 BI A leading maker of locks and hardware, 
x enjoying | bright Prospects for current 
4 Ler app pel ger = — Current 
struc: , . ra ayments seems stable. 
m of (a)—For fiscal year ended April 30, 1947; for 6 months ended October 31, 1947, a deficit of $.38 was reported. E—Estimated. 
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homes on 4a rental basis has become notable. Even 
while still in the blueprint stage, apartments and 
residences are being rapidly leased or sold. This 
trend has stimulated contractors into broad scale 
operations that formerly would have been considered 
fantastic. Quite clearly, the much heralded wave of 
optimism over prefabricated houses, on the other 
hand, has fizzled out substantially. Where Wash- 
ington last year set a goal of 200,000 for the 
prefabs, only 36,000 were actually sold, and reports 
are that the Government has already cancelled a 
number of contracts obligating it to take unsold 
units off the manufacturers’ hands. 


Restrictive Factors 


There are also certain restrictive factors in the 
industry’s 1948 progress outlook that must not be 
ignored. Shortage of essential materials, high prices, 
plus scarcity of labor, inefficiency of workers and 
hampering building codes may continue to plague 
contractors for some time to come. 

As for materials bottlenecks, lumber continues to 
be in short supply, although producers turned out 
57 billion board feet during 1947, a record amount 
since 1929. Lumbermen predict that they will do 
even better in the current year, so that there is a 
possible chance that the sharp rise is prices for 
this essential material in recent months may soon 
level off or even develop a reverse trend. As costs 
for lumber now account for about 20% of the total 
in residence construction and count heavily in all 
other building fields, any prospect of more ample 
supplies and price stability is an important 
consideration. 

Some improvement in steel supplies is looked for 
during the current year, though a desirable balance 
with demand can hardly be expected. Whatever bet- 
terment results, will aid the construction of new 
utility facilities, bridges, industrial plants and urban 
buildings. Additionally, manufacturers of plumbing 
and heating equipment, now hard pressed for pipe 
and sheets, could expand volume readily if materials 
become more plentiful. The same applies to pro- 
ducers of heat regulators, air conditioning, parti- 
tions and elevators, not to mention hardware. 


Outlook for Cement 


The outlook for the cement manufacturers is en- 
hanced by the immense demand for their products 
for every kind of construction work. Shipments dur- 
ing 1948 are expected to top 185 million barrels, 
although mill stocks a few months ago were at a 
level of only 8 million. The business is highly inte- 
grated by the large concerns, and extensively mech- 
anized. The practical elimination of foreign competi- 
tion—for the time being at least—is a favorable 
factor for operators on the Eastern Seaboard. For 
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some time to come the cement manufacturers should 
enjoy above average prosperity, and in the event 
of a business recession, orders should pour in from 
public projects involving road building. Hence over 
the longer term, the outlook for good business ap- 
pears bright. Availability of multiwall bags and 
freight cars, though, is an element in the equation 
that may prove troublesome at times. 

With no signs of a let up in demand for asbestos 
fiber products, gypsum board and lath, and various 
insulation materials, nianufacturers of these prod- 
ucts are in an exceptionally favorable position. 
Stocks in the hands of dealers are grabbed by build- 
ers almost upon delivery by the producers, leaving 
inventories far below desired levels. As the rela- 
tively low cost of these products compared with com- 
petitive items helps to expand volume, and though 
their prices have not risen nearly as fast percentage- 
wise, a rapid turnover by the manufacturers has 
held profit stable despite rising operating costs. 

Net earnings of practically all the major concerns 
in this field rose sharply last year and signs are 
that the uptrend may continue rather impressively 
during 1948. What bolsters these expectations is 
that most of the leading companies have now com- 
pleted sizeable expansion and modernization pro- 
grams that should bear fruit in the current year. 
Supplies of gypsum rock are plentiful in many sec- 
tions of the United States, thus minimizing raw 
materials problems. 90% of asbestos is imported 
from Canada, as well as large quantities of gypsum 
rock, but the American companies own the mines 
and ship the output to their factories across the 
border, hence achieving. a desirable degree of 
integration. 


Heavy Repair Backlog 


Aside from demand for new construction, defer- 
red needs for repair work is a substantial factor in 
raising sales potentials for manufacturers of gyp- 
sum, asbestos and asphalt products. New standards 
of strength and efficiency and relatively moderate 
prices have undoubtedly tended to improve the com- 
petitive position of these products in relation to 
prewar experience, and due to scarcity of lumber 
and metal supplies, the leading manufacturers have 
been making the most of their opportunity to ex- 
ploit the markets. Though quite a number of strong 
concerns are in the field, there appears plenty of 
business in sigkt for all, pointing to good earnings 
and possibly more liberal dividends. 

Sales by manufacturers of paints increased by 
about 38,2% during the first nine months of 1947 
and it is certain that results for the full year were 
far better than in any previous year on record. If 
total volume of this segment of the building indus- 
try last year topped $1 billion by a fair margin, it 
should occasion little (Continued on page 610) 
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= that production in some segments of 
the economy appears to be catching up substantially 
with deferred demand, it is interesting to center 
attention on enterprises likely to enjoy capacity 
operations for an extended period ahead, due to 
exceptional demand conditions in their respective 
fields. In the latter respect United States Pipe & 
Foundry Co. and A. O. Smith Corporation seem 
well qualified for the purposes of our discussion. 

At the outset we should point out that these two 
concerns are not competitive. They have only one 
thing in common and that is that both manufacture 
pipe (through different types) and both—as far as 
pipe is concerned—seemingly can look forward to 
excellent and well sustained sales. Beyond that there 
are broad differences in the nature of business and 
markets, as outlined hereafter. 

But in each instance, peak peacetime sales and 
earnings were recorded last year and equally bright 
potentials are indicated for several years to come. 
Viewed in this light, their current status is rather 
dynamic, warranting careful study on an individual 
basis, for it is such situation as these that sometimes 
hold considerable promise. 


U.S. Pipe & Foundry 


Suppose we look at U. S. Pipe first. This concern 
is the dominant manufacturer of cast iron pipe and 
fittings in the domestic economy, additionally. mak- 
ing special castings and equipment for the fertilizer, 
chemical and sugar industries, and accepting orders 
to make such items as engine beds, drums, etc. upon 
customers’ specifications. Aggregate annual capac- 
ity for pipe production is about 800,000 tons. Cast 
iron pipe, as it happens, is used mainly for low 
pressure installations such as water and sewer 
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systems, both indoors and under- 
ground. Gas manufacturers also use 
large quantities of this pipe. As a 
natural extension of its foundry ac- 
tivities, the company also produces 
a broad line of machinery bases, 
columns for buildings, tanks, coal 
chutes, and bases for trolley and 
telegraph poles. Cast iron equip- 
ment for the chemical industry con- 
sists mostly of retorts, valves, jugs 
and kettles. Evaporators, vacuum 
pans and other items of cast iron 
are extensively used by the sugar 
industry, while fertil- 
izer machinery includes 
blowers, tanks and 
vats, some of which 
are lined with other 
metals. 

From the foregoing 
it can be envisaged that 
U. S. Pipe’s business 
is sensitive to cyclical 
swings in economic ac- 
tivity. In part, how- 
ever, this accounts for 
the fact that the indus- 
try is not overburdened 
with many competing 
concerns. Indeed, this 
company’s long experi- 
ence during almost half 
a century and its absorption of more than half a 
dozen other concerns throughout the years has 
established such a commanding position that almost 
half of the cast iron pipe volume of the industry 
originate with U. S. Pipe. Five plants, two in Ala- 
bama, and others in Ohio, Tennessee and New 
Jersey provide it with strategic advantages as to 
both market and raw materials, for freight rates 
are an important factor in selling activity as well 
as in bringing pig iron to the company’s plants. 
While U. S. Pipe directly produces none of its 
essential pig iron supplies, it owns 272,500 shares 
of common stock in Sloss Sheffield Steel & Iron Co., 
54.9% of the total number outstanding. As this 
latter concern has an annual capacity for 500,000 
tons of pig iron and one million tons of coal, the 
requirements of the controlling company are amply 
provided for. 


Growth Trend in Volume 


Annual volume of U. S. Pipe, despite the inevita- 
ble fluctuations, has exhibited marked and rather 
consistent growth characteristics for 14 years past. 
Back in the depression year of 1933 when sales were 
first reported publicly, the volume was at a modest 
level of $4.6 million, but climbed rather steadily to 
$29.1 million by 1942. During the 1943-46 period, 
sales were somewhat lower, but judging by a volume 
of more than $23 million for nine months of 1947 
and an uptrend as the year progressed, the showing 
for 12 months may be around $32 million, an all 
time record by a comfortable margin. 

What has substantially aided this company to 
achieve such satisfactory progress has not only been 
a natural expansion in markets but its ability to 
steadily improve its manufacturing processes and 
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| U. S. Pipe & Foundry Long Term Operating and Earnings Record 
Net Sales Sales Operating NetIncome Net Profit Net Dividend 
(000 omitted) PerShare Margin (O00 omitted) Margin PerShare Per Share Price Range = 
For Year ended Dec. 31, 1947... $32,000E $46.00 a $4,187 13.0%E $6.01 $1.60 46!/2-35* For : 
Years: 1946... 18,903 27.15 TI% 836 4.4 1.20 1.60 60!/4-35 For f 
1945... 22,148 31.80 9.5 1,410 6.4 2.03 1.60 57-35 
1944 20,226 29.00 7.7 1,552 7.7 2.23 1.60 3754-30% 
1943... 15,595 22.40 9.8 1,608 10.3 2.31 2.00 371/g-29/g 
1942 29,198 42.00 25.2 1,655 5.7 2.38 2.25 29'/g-22 
1941... 23,363 33.60 21.7 2,614 11.2 3.76 2.50 3174-20, 
1940... 16,187 23.20 19.6 2,403 14.8 3.45 2.50 38!/g-21 54 
1939... 14,460 20.80 21.2 2,570 17.7 3.69 2.50 49-325, 
1938 11,702 16.80 16.1 1,654 14.1 2.38 2.00 4954-21 '/ 
. ae 13,434 19.30 19.6 2,235 16.6 3.21 3.00 72\/4-24 = 
10 Year Average 1937-1946... $18,521 $26.60 15.6% $1,853 10.9% $2.66 $2.15 72/4-201/4 10 Y 
4 Year Average 1937-194} eo $13,946 $20.02 18.6% $2,215 15.8%, $3.18 $2.50 72\/4-21Y/> AY 
E—Estimated. *—1947-48 range through February I1. ‘ 
and products. Cast iron pipes up to 84 inches in deferred replacement of municipal water pipes since U. 
diameter are produced by the standard foundry Pearl Harbor plus the upsurge in housing develop- recor 
method of sand casting, but pipes of from 3 to 24 ments and construction of public buildings has earni 
inches in diameter are made by the company’s so _ flooded the cast iron pipe markets with firm orders. 1930 
called Super de Lavaud process, on which it holds This industry clearly seems to have entered upon liber 
United States and foreign patents, and which in- quite a lengthy period of high-level activity unlikely uted 
volves centrifugal operation that improve pipe qual- to be affected by any moderate business recession the 1 
ities. Though this process originally was offered to that may occur, and with every indication of a share 
competitors, only a few concerns accepted the priv- prolonged seller’s market. In other words the cards throu 
ilege, and the Government has entered suit to break seem to be playing strongly in favor of U. S. Pipe, 
up an alleged monopoly. provided work interruptions or restrictive alloca- 
tions of raw materials do not cloud the picture as 
Strong Demand Outlook time passes. As 
As an offset to increasing competition from con- step | 
As for markets, the widespread industrial boom crete pipes in the promising markets mentioned, year 
and especially the great expansion in municipal U. S. Pipe has formed the Portusco Corporation to accou 
undertakings and public utility programs since the manufacture pre-stressed concrete pipe of large of for 
end of the war has created such a demand for cast diameters, under agreements with French interests $500, 
iron pipe that only several years of capacity oper- which developed the process. Under this arrange- Decer 
ations can hope to meet it. There is hardly a manu-_ ment, U. S. Pipe has a half interest in this $1 mil- come 
factured gas utility in the country that has not lion venture, an initial plant has been completed net e: 
embarked upon broad scale extension of its services in Cuba and others are to be built in the United 1948 
and earmarked sizable funds for it. Then, too, States. _ 
notes 
S. PIPE & FOUNDRY : Operating Margins consic 
F Price ge yrs = s. - E & =m nan | —_ ae P g g * 
| righ - ss. Iron Pipe Mfr f= L ' During prewar years. U. S. divide 
E Low - 6§ > °| Pipe was able to maintain its | prews 
| : - operating margins at a fairly ings « 
80; high level, averaging 18.6% contir 
+I during the 1937-41 period. Dur- now s 
= ! { ae no| ing this same interval, net prof- Alt 
| i it margins, too, were very satis- | Porte: 
- +} Bank Loan: $3,000,000 = io | factory, with an average of full a 
er 695,923 - $20 par — My = 15.8%. Though wartime sales | sheet 
‘iscal Year: Dec. 31 r | | ; ; : 
1 | se continued large, excess profits until 
liey 23 eS: taxes reduced net margins sub- the e 
| " ly} stantially, but large volume held rent a 
hi | i i iy net per share to above $2 com- bilitie 
| rh ity = pared with an average of $3.18 | catin: 
= So {ty i i! —th wll s0| during 1937-41. Freed from this} strens 
. ! jl oH = yu tax burden in 1947 and with  ftained 
dH = 49 | ‘rapidly expanding volume, it lems 1 
t | looks as if net profit margins féent. A 
Pt ETM rebounded close to a level of fit is | 
“THOUSANDS OF SHARES 1 13%, since net per share ex- [shares 
Li i} |_| |_| —1§] panded about threefold to | stand! 
1937 | 1938 | ali alin wT ‘1942. a eas ‘teas “i045 “a ‘one | aoa? 1948 around $6.01. As backlog orders At ; 
3.21] 2.38 | 3.601 3.451 3.76 12.98 12.311 2.23 12,031 1.201. |=] are very ample, the prospect is [half \ 
3:00 | 2.00 | 2.50 | 2.50| 2.50 | 2.25 | 2.00 ia 1.60 | 1.60| 1.60 mw) bright that 1948 will prove fhigh-l 
8.3 | 8.7 | 8.8 | 9.5 | 9.8 | 9.2 | 9.6 10.1 | 8.8 “A = equally profitable. 6.8%. 
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A, O. Smith Co. Long Term Operating and Earnings Record 
Net Sales Sales Operating Netincome NetProfit Net Dividend 
1000 omitted) PerShare Margin (O00 omitted) Margin PerShare PerShare* Price Range* 
For 3 months ended October 31, 1947... $32,133 $64.26 7 $1,522 4.6%, $3.04 
For fiscal years ended July 31, 1947 $91,703 $183.40 4.3% $3,596 ey A $7.19 $1.00 Ss 38(c) 
| ee 82,482 164.96 0.6 551 oY 1.10 1.00 -42 
1945.00 | 194,464 388.92 17.4 4,536 2:3 9.09 1.00 * -48!/2 
1944... 159,888 319.77 12.4 6,407 4.0 8.73 1.00 54!/2-29!/2 
1943 ee 129,209 258.42 13.9 5,633 4.3 11.29 1.00 391-19 
1942... 55,306 110.61 16.6 3,700 6.7 7.42 1.00 2054-1514 
1941 46,667 93.33 9.4 2,734 5.9 5.49 50 2554-141/ 
1940 29,835 59.67 7.4 1,686 5.6 3.39 -50 22 -10!, 
| 20,297 40.59 1.0 108 5 Zi Nil 21-11% 
bo Se 20,200 40.40 deficit def982 deficit def 1.97 Nil 24 -13 
10 Year Average 1938-1947 $83,005 $166.00 8.3% $2,797 3.4%, $5.20 $ .70 96 -10!4 
4 Year Average 1938-1941... $29,250 $58.50 45%  $ 887 3.0% $1.78 $ 25 3554-10!/2 
*—For Calendar Years. (a)—1947-48 Price Range through February !1, 1948. 














U. S. Pipe has maintained an unbroken dividend 
record since 1926, despite a temporary lapse of 


earnings into the red during two years in the early 


1930’s. Furthermore, dividend policies have been 


liberal, for 80% of net profits have been distrib- 


uted to stockholders during the past decade. During 
the 1944-47 period the rate was held to $1.60 per 
share annually, compared with $2.50 from 1939 
through 1941. 


Dividend Outlook 


As for 1948, the directors have taken the unusual 
step of declaring quarterly dividends for the entire 
year at an annual rate of $2.80 per share. Partially 
accounting for this relative conservatism—in view 
of former dividend liberality—may be the fact that 
$500,000 of 2% notes due banks were retired on 
December 18, 1947 and $2.5 million more will be- 
come due on or before December 18, 1950. As annual 
net earnings are now exceeding $4 million and the 
1948 dividend would absorb less than $2 million, a 
comfortable margin should exist to retire all the 
notes, and to expand facilities 


price-earnings ratio of 6.8, the company’s fine long 
term record, and promising future potentials, the 
shares carry considerable appeal for a longer term 
pull. 


A. O. Smith Corporation 


Broadly diversified output is characteristic of 
A. O. Smith. For many year past, production of 
automobile chassis frames and other parts for the 
automotive industry has been an important factor 
in its operations. Pressure vessels for the chemical, 
oil and synthetic rubber industries also have con- 
tributed substantially to over-all volume. Coal 
stokers, glass line tanks, beer barrels and water 
heaters are produced on a large scale, while a wholly 
owned subsidiary on the Pacific Coast manufactures 
electric specialities. 

Of major importance, however, under current 
conditions in the economy, is the company’s ability 
to turn out large quantities of welded steel pipe for 
the oil and natural gas industries. This arc-welded 
product is made by (Continued on page 619) 





considerably. Conceivably, also, foci _SMITH (A ©) CORP. SMC pe =e 
there might be room to raise the — | i999 - 1935 Auto Frames 
dividend rate more in line with [High - 260 _ 490 
prewar proportions, if net earn- {4* ~ = 

Oe A at ee Ae a ee Sen aA —{o 
continue to be as satisfactory as 

now seems likely. : 








Although U. S. Pipe has re- 
ported net earnings for 1947, its 


. . a Sa ees Noes Gees a = an 
full annual report and _ balance pete ae aaa ! i" 
sheet will not be forthcoming Shs. Connon: 500,000 - $10 par | 
until the middle of March. At —-— |__| —— Fiseal Year: July 31 a a 


the end of 1946, though, cur- 
rent assets exceeded current lia- 
bilities by almost 5 to 1, indi- 
cating exceptional financial | 
strength. Due to strongly sus- [— 
tained demand, inventory prob- 























lems must be negligible at pres- 
ent. As for the capital structure, 
It is simple with only 695,923 
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6.8%. In view of the moderate 


*Before credit for post-war tax refund. 
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FOR 


PROFIT 
INCOME 


Looking over the chart back to 
1897, March has brought some 
decline in the Dow-Jones indus- 
trial average, ranging from mod- 
erate to large, in 18 years; ad- 
vances in 16 years; little change 
in 17 years. Marketwise, the 
month has a poorer reputation 
than the record justifies. ‘Look 
out for March!” is an oft-heard 
warning from those who are 
bearish. Actually, March results 
have been in line with the major 
market trend rather more con- 
sistently than has been so in most 
other months. Why that should 
be so is conjectural, unless it be 
reasoned that a better line can 
be had on first half business pros- 
pects by March than in January- 
February. At any rate, very few 
of the big winter intermediate 
rallies in severe bear markets 
have run through March. In bear 
market years, on a long-term av- 


a & 


erage, it has been a worse month 
than January or February. This 
has certainly started as a bear- 
market year, but the speculative 
caution evident throughout the 
winter might argue for moderate 
March fluctuation in the probable 
absence of decisively bearish 
business developments. 


Defensive” 


After a market has gone sour, 
the brokers and others begin to 
recommend “defensive’’ stocks, 
meaning equities of companies 
which have usually shown a high 
degree of stability in earnings 
and dividends, regardless of 
cyclical fluctuations in the gen- 
eral economy. The term “defen- 
sive” is not too satisfactory. It 
leads inexperienced investors to 
expect more market stability 
than any common stock can offer. 
They all go down in bear mar- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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kets. It may not make sense, 
1947 1946 
Year Dec. 31 $1.03 $ .82 
Dec. 31 quarter -42 .30 
Year Dec. 31 1.36 1.20 
Year Dec. 31 2.58 1.89 
Year Dec. 31 3.10 2.43 
Year Dec. 31 2.98 2.63 
Year Dec. 31 82 -56 
6 mos. Jan. 31* 1.63 1.14 
Year Dec. 31 3.59 1.51 
Year Dec. 31 4.32 4.12 
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where earnings and dividends are 
not subject to significant change; 
but it nevertheless happens under 
pressure of general sentiment. 


True, stable-income stocks go 
down less-than-average, but it 
cannot be said that maximum 
possible decline is small. Often it 
has been disconcertingly broad. 
The advantages to be emphasized 
are good and secure income re- 
turn; the peace of mind that goes 
with this; and the assurance of 
adequately satisfactory market 
levels on a longer-term average 
basis. Following the storm, price 
recovery is assured, since there is 
no wait for earning power to be 
rebuilt. It has been there all 
along. 


Omens 


Two of the many individual 
stocks which recently made new 
bear-market lows were American 
Telephone and General Motors. 
Their action may have general 
trend significance, simply for the 
reason that it would be hard to 
find any two stocks having great- 
er influence on over-all invest- 
ment sentiment than these widely 
held, bellweather issues. 


Telephone 


The making of a new bear- 
market low in American Tele- 
phone, now held by 723,374 in- 
vestors, pretty much coincided 
with release of the annual report, 
showing 1947 net income applica- 
ble to the stock of $7.66 a share 
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—less than the $9 dividend— 
against $10.23 a share in 1946. 
As usual, the dividend is in no 
danger. The reduced earnings for 
the year reflected the strikes 
against Bell System companies 
last spring and the lag between 
higher costs and the obtaining 
of rate relief. Rate boosts so far 
amount to $118 million on an an- 
nual basis, probably enough to 
offset higher wages granted dur- 
ring the year. Currently the Sys- 
tem is earning at a rate better 
than $9 a share on the stock. Ap- 
plications are now pending in 
various states for rate increases 
amounting to $70 million a year, 
and the bulk of these are likely 
to be granted, judging by experi- 
ence heretofore. If price inflation 
is topping out, as seems likely, 
this will be a good thing for the 
Bell System, as well as for all 
utilities. The company very likely 
will have to contend with more 
effective unionization of its em- 
ployees in future. On the other 
hand, use of labor-saving equip- 
ment is nowhere near the maxi- 
mum; and it will be pushed. 


Catching Up 


What we have had since the 
end of the war and reconversion 
is in large measure a catching-up 
boom. The more we catch up, by 
progressively filling the accumu- 
lated demands, the nearer we get 
to a normal supply-demand situa- 
tion. Even if there were no gen- 
eral business recession this year, 
lines likely to have smaller unit 
volume in 1948 than 1947— 
largely because more urgent de- 
mands have been served—include 
tires, radios, oil burners, shoes, 
small electric motors, most brass 
mill products, many types of 
house-furnishings and equipment 
and some textile products. The 
big backlogs left are in automo- 
biles, building and capital goods. 
The easing of individual supply- 
demand situations no doubt will 
find reflection in market selec- 
tivity. 


First National 


We commented favorably some 
time ago on First National 
Stores, the largest grocery chain 
operating exclusively in conserv- 
ative New England and closely 
adjacent territory, and one of the 
most ably managed in this field. 
The company has recently raised 
the regular dividend rate from 
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$2.50 to $3.00 a year, giving a 
yield fairly close to 6% at cur- 
rent market prices. As present 
earning power is around $7 per 
share a year, some extra payment 
is not unlikely. Theoretically, de- 
clining food prices will be ad- 
verse; so the stock may well be- 
come available on a still more at- 
tractive price basis before the 
year is out. However, two things 
should be repeated. First, this 
company demonstrated ability to 
cope with price deflation during 
1929-1932, paying and amply cov- 
ering its $2.50 dividend through- 
out that worst of all defiations. 
Second, throughout the company’s 
history the dividend changes— 
made cautiously and infrequently 
—have in every instance been up- 
ward. Although no common div- 
idend is guaranteed, the record 
and character of First National 
Stores suggest that the new $3 
rate comes about as close to a 
sure-thing status as can ever be 
true of the distribution of any 
equity. 


Margins 


Although corporate earnings 
remain at high levels, the 1947 
annual reports will undoubtedly 
show a large number of instances 
of narrowing operating margins; 
and the prospect for 1948 is a 
sharper and more general ten- 
dency in this direction, even if 
general business holds close to 
current volume. Two examples, 
picked at random, may be cited. 
The 1947 net profit of American 
Woolen equalled about 8.7% of 
sales of $176 million, against 
11.7% on sales of $170.8 million 
in 1946. For U. S. Rubber the 
1947 net was only about 3.7% of 
sales of $580 million, against 
4.7% on 1946 sales of $494.7 
million. In both instances: higher 
sales (sharply so in the case of the 





rubber company) but lower net 
income. When sales. decline, 
break-even points being where 
they are, some investors are 
going to be amazed at how rap- 
idly and greatly the earnings of 
many companies can “fold up.” 
It is true that prevailing price- 
earnings ratios make a very sub- 
stantial allowance for this con- 
tingency. That they completely 
discount a shake-down in profits, 
via business recession, is unlikely. 


Inventory Profits 


According to estimates of the 
Department of Commerce, inven- 
tory profits in 1946 accounted for 
somewhere near a third of the 
total corporate profits reported 
for tax purposes. It was undoubt- 
edly a somewhat smaller propor- 
tion of 1947’s estimated aggre- 
gate earnings of about $17 bil- 
lion, but still important. Prob- 
ably the mere cessation of price 
rise could subtract something like 
$4 billion from the 1947 rate of 
over-all profits. As things look 
now, 1948 could well show a net 
inventory loss for business as a 
whole. Profits reported to stock- 
holders are after special reserves, 
not deductible for tax purposes, 
and hence their total differs ma- 
terially from the aggregate used 
by the Department of Commerce 
in its estimates of inventory 
profits or losses. In many in- 
stances, 1948 earnings reports 
will include credits from inven- 
tory or contingency reserves set 
up in prior, years. Protective ac- 
counting devices—including the 
first-in-last-out method (LIFO) 
—tend to flatten out profit 
swings, both ways, from price 
changes. But the protection can 
never be more than partial. Low- 
er prices and lower volume spell 
lower earnings, as well as losses 
among marginal, and “prince- 
and-pauper” type, concerns. 












































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1947 1946 | 
Gaserel Gallne -. Year Dec. 27 $1.31 $2.09 | 
General Cigar Year Dec. 31 2.64 2.76 | 
McCrory Stores ... Year Dec. 31 5.34 5.55 | 
McKesson & Robbins 6 mos. Dec. 31 2.65 3.03 | 
Pacific Mills Year Dec. 27 9.59 11.99 | 

Pacific Tel. & Tel Year Dec. 31 2.80 6.04 
Pennsylvania Water & Powel... Year Dec. 31 4.32 4.73 | 
Simonds Saw & Steel Year Dec. 31 5.74 6.04 | 
Twin City Rapid Transit... Year Dec. 31 62 4.29 | 
Warner Brothers Nov. 29 quarter 54 ar | 
‘es | 
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Che Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Savings Accumulated the 
Hard Way 


A friend of mine and I have been 
subscribers to your magazine for years. 
Had I followed your advice closely in- 
stead of my broker’s I would have been 
much better off. The idea of writing 
you came from reading your column 

‘Answers to Inquiries.” The answers 
you give indicate well meaning and a 
conscientious interest in your readers 
investment problems. The following 
will cover my previous history, finan- 
cial status, objectives, etc. 

My family operated a department 
store in Germany for four generations. 
I had an interest in the business but 
was also a practicing attorney. When 
Hitler came into power I had to give 
up my profession and I immigrated to 
the U. S. in 1939. While most of our 
family died in Hitler’s gas chambers, 
I was fortunate to save my parents 
who lost all their large holdings and 
are now entirely supported by me. 
Through hard work and very long 
hours—12-13 hours a day, I have man- 
aged to save a substantial sum. I am 
now a buyer in a department store of 
medium siz.e My salary amounts to 
$70.00 a week. I have $6,000.00 in sav- 
ings accounts and $1,000.00 in war sav- 
ings bonds. My security holdings are 
as follows: 

300 shares Commonwealth & South- 

ern common 

50 shares General Public Utilities 

50 shares Gulf Mobile & Ohio 

50 shares National Supply 

The reason for entering the market 
in 1945 was actually not to make a 
profit from a situation like a war 
boom. My intention really was to try 
to save hard earned money from the 
effects of an inflation. I have seen in- 
flation in Germany and know its evil. 
Of course, I do not believe that this 
country will ever see any inflation like 
Burope has experienced. I am 41 years 
of age, my parents 70 years old and 
citizens. Though still young I fell that 
I might not be able to work always 
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as hard as today. My aim is to save 
about $25,000 to $30,000 and then to 
take a job with easier hours with a 
smaller income. May I now submit my 
questions: 

1. Am I entitled at all to have in- 
vestments in the market in view of my 
obligations and my financial situation? 
If yes, up to which amount? 

_2. Are my holding worthy of reten- 
tion now? Unfortunately, I did not fol- 
low Mr. A. T. Miller’s advice to sell 
during January. Any advice you can 
give me will be appreciated. 

H. S., Washingion, D. C. 

_You possess the old fashioned 
virtues of thrift and industry 
which are highly commendable. 
It is quite natural that you should 
be concerned with the proper in- 
vestment of your hard earned 
money. 

We have carefully considered 
your age, financial status, and 
objectives, etc., and in our opin- 
ion a 50% investment of your 
capital funds in sound, dividend 
paying equities is warranted. .De- 
spite the recent decline in com- 
modity prices, inflationary fac- 
tors are still with us and there- 
fore some commitments in equi- 
ties are justified. 

We recommend retention of 
your holdings of Commonwealth 
& Southern common stock as 
earnings for 1947 amounted to 
63c per share and in the recapi- 
talization plan that is pending, 
the indicated asset value is ap- 
proximately $4.00 per share. 
General Public Utilities and Na- 
tional Supply Co. common stocks 
merit retention on the basis of 
favorable earnings, 


prospects; 


and dividend yields. We recom- 


mend temporary retention of 
Gulf Mobile & Ohio common 
stock as present earnings are 
good but with longer-term out- 
look obscure, sale is recommend- 
ed on sharp strength in coming 
months. All these stocks are very 
speculative and we recommend 
that in time, they be replaced by 
better quality issues, particularly 
those with good growth pros- 
pects. We suggest that new pur- 
chases be deferred until Mr. A. 
T. Miller in his market outlook 
articles in our magazine indicates 
a buying level has been reached 
and at that time, we will present 
in our publication good quality 
securities that offer good income 
yields and better than average 
enhancement possibilities. 


Bell & Howell 
Please report sales, earnings and 

dividends of Bell & Howell. 
B. L., Portland, Oreg. 
Bell & Howell reported that 
1947 net sales reached a record 
peace-time high, exceeding $18,- 
000,000. Sales for the month of 
December alone exceeded $2,000,- 
000, setting a new high level 
mark for monthly sales. Earnings 
for the first nine months were es- 
timated at $1,755,742 after Fed- 
eral income taxes, equal to $3.60 
per common share on the common 
stock, a record high. Final audited 
figures for the full quarter and 
for the entire year of 1947 will 
not be available until release of 
the company’s annual report on 
April 1, 1948.Dividends paid on 
the common stock during the year 
totaled $1.25 per share and 1214 
cents has been declared thus far 
in 1948. Most important factor ac- 
counting for the increased sales 
last year was the success of the 
company, the nation’s largest ex- 
clusive manufacturer of motion 
picture cameras, projectors, and 
visual education equipment, in 
overcoming the 1946 shortage of 
materials and parts. Another rea- 
son was the exceptionally high 
demand for cameras and projec- 

(Please turn to page 615) 
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Keening Alreast of Yudustrial | 


« and Company News ° 





Last year Devoe & Raynolds Company, Inc. enjoyed 
the most successful operations in its entire 193 
years’ history. Record sales of $42,095,612 were 
23.5% above the previous year. This resulted in 
peak earnings of $3,008,245, an increase of 60.5% 
over 1946. Per share earnings on Class A and Class 
B stocks were $5.62 and $2.81, respectively. 


General Electric has developed an electronic de- 
vice which hardens precision surfaces uniformly. 
This device, working in league with a 1,500,000- 
cycle generating unit, induces high-frequency cur- 
rent in conducting objects placed near it, and heats 
them to the desired temperature. It will save lathes 
from premature “old age.” 


The Home Radio Divison of Westinghouse Elec- 
tric has announced that it is planning to produce 
a total of 750,000 radio receiving sets during the 
current year. If this goal is achieved, it would mean 
a new peak output, exceeding by 50% the record 
number of sets produced last year. 


For the first time in the history of the heating 
and air-conditioning business, according to C. E. 
Wilson, vice president of Worthington Pump and 
Machinery Corporation, dealers and distributors are 
competing aggressively to get increased allotments 
from their sources of supply. Demand is for 50% 
more than allotted. 


Results of an experiment conducted by Allied 
Stores-Victor-R.C.A. “Television Caravan” indicate 
that the use of television as a promotional device 
may increase sales as much as 200%. The experi- 
ment covered a period of five months and included 
thirteen stores located throughout the country. 


Pittsburgh Consolidation Coal Company, the 
world’s largest commercial coal producer, is ready 
to begin construction of a pilot plant to convert coal 
into gasoline, fuel oils, and gas. If the $300,000 
model plant is successful, the company will erect a 
big scale $120,000,000 plant in southwestern Penn- 
Sylvania. 


To fortify themselves against profitless proper- 
ity, the gray iron foundries are the first of the 
country’s billion dollar industries to suggest a for- 
mula for evaluation of “normal output” during the 
next ten years. A national program of industry- 
sponsored cost analysis has already been started. 


Dow Chemical Company has announced a program 
to establish brand-name acceptance for plastic prod- 
ucts made by manufacturers using its materials. 
Those who qualify will be given the right to use a 
“hall mark” approval label. Main emphasis will be 
= Styron because of its wide use in household 
items. 
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Panhandle Eastern Pipe Line Company reached a 
new high last year when it reported gross revenues 
of $30,433,926, surpassing the previous year’s figure 
by $2,757,802. Higher wages, greater cost of mate- 
rials, and increased taxes held net down to $7,834,- 
432, an increase of only $141,298 over the previous 
year. 


Placing an order for an additional 5,000 freight 
cars at an estimated cost of $22,000,000, New York 
Central will reach the $270,000,000 mark in its 1945- 
48 post-war improvement program. This figure in- 
cludes expenditures for new motive power and roll- 
ing stock, and for roadways and structures im- 
provements. 


Philco Corporation has announced price reductions 
up to 6% on refrigerators and to 25% on radios. 
This is in line with long established company policy 
of lowering prices on new and improved products 
as rapidly as possible, rather than by cutting prices 
on existing models. 


United States Steel Corporation will commence 
operations this year in ten major facilities now 
being constructed under a $500,000,000 development 
program. These include blast furnaces, research lab- 
oratories, steel mills, coal washers, coke oven bat- 
teries, and tube making plants. Three other projects 
are scheduled for 1949. 


Eastman Kodak Company points out the fact that 
although wages and manufacturing costs have gone 
up substantially since 1939, prices of the company’s 
products have been increased over-all by only 16%. 
This follows the long-time policy of keeping prices 
reasonable in order to expand potential markets. 


Reporting gross sales of $754,282,085 for 1947, 
Kroger Company realized a net income of $9,610,- 
976, or $5.23 per common share. This is equivalent 
to 114 cents per dollar of sales. While profits in- 
creased moderately over the previous year, this was 
due to increased volume rather than to mark-ups. 


Jones & Laughlin Steel Corp. has placed into 
operation a new cold strip mill which has achieved 
the speed of 70 miles an hour, believed to be the 
fastest ever attained by a steel rolling mill. The 
mill was built by Mesta Machine Co. and is powered 
by General Electric Motors. 


A new, compact window-type room conditioner for 
homes and offices is being introduced by the Frigi- 
daire Division of General Motors. Designed for in- 
stallation in almost any window, it provides low-cost 
cooling for rooms up to about 250 square feet. Two 
or more units are recommended for large rooms. 
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Whats Ahead por pee 


Caution rather than fear is the reaction in business quarters of any sizable forward commitments. Consumers reacted to the 
to the price slump in commodity markets. While there is a price slump by postponing purchases, as witnessed by last 
difference of opinion whether the check to inflation now in the week's 3% decline (against 1947) in department stores sales 
making will be followed or compared with an 8%, increase a week earlier. Still, retailers are 
accompanied byarecession, loath to jump to hard and fast conclusions. They, as well as 
BUSINESS ACTIVITY the thought is still wide- many other observers, are awaiting the Easter period for the 
: spread that any slowing in first real indication of buyer psychology. 
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PER CAPITA BASIS = : 
M.W.S. INDEX =—=}/] business may be mild and Elsewhere, bad weather continues to confuse the issue and 
relatively shortlived. ; makes it difficult to read significance into trade figures. The 
700 — Business thrives best inan weather is being blamed for a large part of the recent slight 


era of rising prices, unless it decline in overall business activity, and probably correctly so. 


7 is overdone. A turning point, — Particularly in manufacturing quarters, where sentiment is forti- 
| 190 now evidently at hand, cre- fied by huge order backlogs, concern as yet is not too great 
ates new problems. Among bout the effect of price adjustment on production, though it is 
al other things, it is causing 4 qdmitted that continued weakness would set back business 
180 searching for situations that sentiment and also business. 
7 might be affected most. This The further trend in commodity prices bears close watching 
: Two refers particularly to indus- for indications of the scope of price correction to be expected, 
i] wy tries where output has caught and the extent of repercussions to follow. It’s been a break of 
190 a up with demand at prevail- major importance, no doubt; the crucial question is how soon, 


ing prices, — — and to what extent, will it lead to price adjustments in other 
must give iT goods are fields. Even to measure the food price trend will take some time. 
to be moved. Industrial prices, anchored as they are to a high and rigid cost 


It should not be doubted structure, for the moment appear less vulnerable. But here are 


that industry isjustasanxious <ome things to watch. 
as the consumer to see prices 


settle down to lower and 
stabler levels. Resistance to 
current prices has already 
caused physical volume to 
decline in certain lines. Pro- 
ducers and distributors alike 
recognize this symptom of 
diminishing consumptive 
power. They are aware that 
the solution lies in prices 
geared to mass buying. But 
they are stumped when it 


160 


150 . 
Things to Watch 


First of all, there is the effect of the farm price break on the 
public's buying habits and on business psychology. Also, the 
effect of a slowing of business — if and when it occurs — on 
Administration policies. Then there are inventory trends and 
buying policies. The growing inventory risk is the big bugaboo; 
it is watched tensely by commodity processors. Inventories are 
still not excessive in relation to sales but they are big enough, 
if dumping should occur, to hit the markets hard. 

Buying policies are no less important as a clue to the imme- 
comes to the question how diate business trend; extreme caution may lead to cancellation 
to reduce prices of manufac- of replacement orders and touch off general weakness in price 
tured articles when every levels, creating an inventory crisis that might quickly nip our 
cost element is high, even boom. A swing towards greater caution in buying is almost a 
shine, foregone conclusion in lines where demand-supply balance is 

Unquestionably, the price approaching or achieved. It may spread elsewhere. " 
correction now under way in A third point to watch is receivables; their recent rise re- 
farm commodities has had flected a disposition of business to extend easier terms, but in 
widespread psychological view of price developments, credit men are likely to be more 
effects. For the time being, cavtious henceforth. There is no denying that collections have 
soft goods retailers appear slowed down. Any tightening in business credit policies is 


_—— q the most apprehensive, which bound to lead to a contraction of business, quite apart from 
Z finds reflection in avoidance possible need for inventory liquidation. 
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MONEY AND CREDIT — Common stock prices decline in 
sympathy with break in commodity markets; but accredited 
averages stop short of last year’s low. Sixteen of The Maga- 
zine of Wall Street's forty-six industrial sub-group averages, 
however, break through their 1947 lows. Commodity declines 
have caused Treasury to re-examine its plans to check inflation 
by financial measures; but the “Buy Savings Bonds” campaign 
will be staged as originally scheduled. U. S$. Government's 
hold steady to firm under continued F. R. B. support. Treasury 
offers new one-year 1!/3%, certificates in exchange for $4.48 
billion of maturing Treasury certificates and redeemable 7-year 
and 12-year bonds; thereby effecting a considerable saving in 
interest charges. Cash will be paid to holders who do not wish 
tc accept the new certificates in exchange. Spread widens be- 
tween cable and 90-day exchange rates for sterling, indicating 
some uneasiness as to future value of the British pound. 


TRADE—Department store sales in fortnight ended Feb. 7 
spurted to 9°%/, above last year, against cumulative gain of 
only 7% for year to date. On a unit quantity basis, this is a 
shade better than a year ago. 


INDUSTRY — Wintry weather and gas shortages bring a 
modest dip in business activity; but concensus of informed 
opinion is that commodities slump does not herald an imminent 
business depression. 


COMMODITIES—Commodities decline of past fortnight was 
not alarmingly large in view of the inordinate advance that 
had taken place since pre-war days. The averages are still 
above last year, and further extensive declines from this level 
will bring Government support measures into action. 

Owing mainly to wintry weather and fuel shortages, Busi- 
ness Activity contracted about 2% during the fortnight 
ended Feb. 7; but, as there was a dip of similar proportion a 
year ago, the Nation's total physical volume of business is still 
about 6% above last year at this time. 

* *  * 


For the month of January, this Publication's Business Index 
rose to 189.7% of the 1935-9 average—two points above 
December, and 6.7%, ahead of January a year ago. On a per 
capita basis, our index for January registered 169.1°/, of the 
1935-9 average, compared with 167.4 for December and 
163.4 for January, 1947, 


Department Store Sales in the fortnight ended Feb. 7 
spurted to 8%, above the like period last year, compared with 
a cumulative gain of only 7% for the year to date. Looks as 
though housewives have had to bundle up and venture out 
again to replenish depleted supplies. 





While the total dollar volume of sales registered by the 
nation's Retail Stores last year was 12°, ahead of 1946, 
declines ranging from 1% to 9% were reported by several 
lines. Among these were jewelry, 9°/,; taverns and night clubs, 
7%; women’s accessories, tires and auto-accessories, 5%3 
liquor stores, 4%; eating places, custom tailors and women’s 
ready-to-wear, 3%; opticians, 2°/,; shoes, furriers, florists and 
book stores, 1%. 


_ There is little convincing evidence as yet that the much pub- 
licized slump in Commodity Prices since our last issue, the 
sharpest for any similarly brief period in a century, heralds an 
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imminent business depression. Neither is there any occasion 
for seeking a villain in the plot as a scapegoat for the inevitable 
outworking of natural economic forces. 

* ©* 6 

















The simple explanation is that farm products prices, under 
the spur of a politically-motivated Inflation Scare conjured 
up by Washington officialdom, had soared to abnormal alti- 
tudes and then naturally collapsed under reports that consump- 
tion was being slowed by exhorbitant prices and that world 
crop prospects are brighter this year than previously supposed. 


It does seem reasonably certain that the peak in farm com- 
modity prices reached in December will not be challenged 
again until the next war; but the drop thus far has been too 
small, in proportion to the extraordinary rise from pre-war days, 
to shatter the foundation of our present wave of prosperity. 
Before that point is reached, the slump will be arrested by 
Government Support. 


In fact the decline might turn out to be what, in old pre-New 
Deal days, used to be styled ‘A Healthy Reaction.” | will 
bring some reduction in living costs, and might induce organ- 
ized labor to settle for less than demanded in this third round 
of employer-employee dickering. 


Of even greater importance, it might lead the Treasury to 
re-examine its plans for precipitating a “Little Depression” by 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_ Harbor 

MILITARY EXPENDITURES—S$b (e) | Jan. 120 «IS .43.— 1.55 | _ — (Continued from page 605) 
Cumulative from Mid-1940____| Jan. 364.0 3628 349.0 13.8 | Financial Pressure. In fact there is al- 

ready talk of a change in debt retirement 

FEDERAL GROSS DEBT—$b Feb. II 254.7 254.8 259.1 55.2. | plans that would spread repayment of $4.5 

billion Federal-Reserve-held debt over six 

MONEY SUPPLY—$b | months rather than three —as if a mere 
Demand Deposits—94 Centers. Feb. 4 48.2 48.8 46.0 26.1 | matter of three months would make much 
Currency in Circulation Feb. II 28.2 = 28.1 28.3 10.7 | difference in the ultimate consequences! 

‘* = * 

BANK DEBITS—13-Week Avge. A rational analysis of the present situa- 
New York City—$b Feb. 4 888 8.76 8.03 4.26 | tion and outlook is badly handicapped by 
93 Other Centers—$b. Feb. 4 12.72 12.71 . 12.34 7.60 | the Administration’s thinly veiled determi- 

nation to seize control of our economy. 

PERSONAL INCOMES—$b (cd3) | Dec. 209.7 204.2 =—-:189.9 102.0 | Prior to the commodity price slump, de- 
Salaries and Wages___| Dec. 129.3 128.3 118.6 66.2 mands for greater authority were presented 
Proprietors’ Incomes Dec. 54.0 49.9 47.2 22.8 | to Congress openly. Now, latin that Con- 
Interest and Dividend Dec. 15.6 15.5 13.9 10.0 | gress may no longer be impressed with the 
Transfer Payments _______| Dec. 10.8 10.5 10.4 3.0 | need for such grants of power, Administra- 

(INCOME FROM AGRICULTURE) | Dec. 25.8 21.9 22.6 10.1 tion supporters in Washington are resorting 

to the subterfuge of Talking Prices Up. 

CIVILIAN EMPLOYMENT—m (cb) | Jan. 57.1 57.9 55.4 51.8 * * * 

Agricultural Employment (cb),__ | Jan. 73 7.0 6.5 8.8 President Truman warns that the chief 
Employees, Manufacturing (Ib) | Dec. 15.9 15.8 15.3 13.8 | danger is still inflation, not deflation. Sec- 
Employees, Government (Ib) | Dec. 5.6 5.4 5.6 4.8 | retary Anderson hints that perhaps the 

UNEMPLOYMENT—m (cb) Jan. 2.1 1.6 2.4 3.8 | Government might raise its grain export 

goals, Other expert, but anonymous, bu- 

FACTORY EMPLOYMENT (1b4) Dec. 158 157 153 47 reaucrats in the Agriculture Department de- 
Durable Goods Dec. 183 182 177 175 clare that the decline is ended and that 
Non-Durable Goods Dec. 138 137 134 123 rices will rise again, probably higher than 

FACTORY PAYROLLS (1b4) Nov. 345 342 298 198 dene. Perhaps farmers and processors will 

not be fooled again into holding back pro- 

FACTORY HOURS & WAGES (1b) duce too long. But if they should, the coun- 
Weekly Hours Dec. 41.1 40.5 40.9 40.3 | try would be confronted with another tailor- 
Hourly Wage (cents) Dec. 127.7 1268 114.8 78.1 | made crisis which only Dr. Bureaucrat 
Weekly Wage ($) Dec 52.51 51.31 46.96 S179 could cure. 

: * »*& 

PRICES—Wholesale (1b2) Feb. 7 163.8 163.7 141.7 92.2 On the other hand, if prices, after a 
Retail (cdib) Nov. 185.9 184.9 I71.5 116.2 period of backing and filling, should resume 

the decline, it is not beyond the realm of 

COST OF LIVING (1b3) Dec. 167.0 164.9 153.3 110.2 | possibility that the Administration, which 
Food Dec. 206.9 202.7 185.9 113.1 | thus far has been 100% wrong in its busi- 
Clothing Dec 191.2 190.2 176.5 ~—- 113.8 | ness forecasts, may then ask Congress for 
Rent Dec. 115.4 115.2 108.8 107.8 | more authority to check Deflation, rather 

than Inflation. 

RETAIL TRADE—S$b i a 
Retail Store Sales (cd) Dec. 1251 10.71 10.79 4.72 At present writing commodities have a 

Durable Goods _______| Dec. 2.90 2.63 2.33 1.14 | long way to drop before sounding a De- 
Non-Durable Goods ______| Dee. 9.61 8.08 846 3.58 | Pression Signal, Sometime there will be 
Dep't Store Sales (mrb)____| Dec. 1.36 0.98 1.21 0.40 another major depression. It is one of the 
Retail Sales Credit, End Mo. (rb2)_| Dec. 6.44 5.85 4.61 5.46 | inevitable aftermaths of a destructive war. 
As World War II was the worst in modern 

MANUFACTURERS’ history, so will the next depression be the 
New Orders (cd2)—Total Nov. 269 255 233 181 severest, with or without bureaucratic guid- 

Durable Goods New. 307 291 254 221 ance. Bureaucratic meddling would prolong 
Non-Durable Goods Nov. 246 = 233 221 157 the depression; but could not avert it. 

ye ic en — e ed wud os But commodity prices are only one of sev- 

N ‘ eral Business Barometers to Watch. Of 
on-Durable Goods Nov. 312 304 260 158 ° 
greater importance are excess exports and 

BUSINESS INVENTORIES, End Mo.| - the demand for capital goods. According 

Total—$b (cd) aa 42.1 41.0 35.2 26.7 | to reports up to the time of writing, there has 
Manvfacturers’ Nov. 23.7 23.5 19.9 15.2 been _ let-down in the demand for Steel, 
Wholesalers’ ste 74 69 57 43 | the basic common denominator of capital 
Retailers’ eee 11.0 10.6 94 22 goods. There have been no cancellations of 

Dept. Store Stocks (mrb) dae 23 22 22 14 | orders and new orders continue to pour in 

at an undiminished rate. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
BUSINESS ACTIVITY—I—pc Feb. 7 166.4 1686 1608 141.8 Excess Exports, on the other hand con- 
(M. W. S.)—I—np Feb. 7 187.0 1894 175.9 1485 _| tinue to shrink gradually. This can not go 
INDUSTRIAL PROD.—1—np (rb) | Dec. 191 192 182 174 on indefinitely without leading to a certain 
Mining Dec. 155 155 137 133 amount of contraction in production, with 
Durable Goods, Mfr.____| Dec. 228 224 zit 41 consequent laying off of employees. In fact 
Non-Durable Goods, Mfr. at ee ole et ae = each month that passes brings reports of 
CARLOADINGS—t—Total Feb. 7 747 727 767 833 additions to the list of industries in which 
Manufactures & Miscellaneous Feb. 7 351 341 345 379 supply has at last caught up with demand. 
ae 1 ek Feb. 7 106 103 113 156 * kk 
Grain Feb. 7 39 4l 47 43 Among recent a of a in — 
a Buyers’ Market has returned we fin 
ELEC. POWER Output (Kw.H.Jm | Feb.7 A A Focattounl Horsepower Motors, a slacken- 
SOFT COAL, Prod. (st) m Feb. 7 11.5 11.2 12.3 10.8 | ing in demand for which is regarded as a 
Cumulative from Jan. | Feb. 7 “7 = — = sign of demand-supply balance in a good 
Stocks, End Mo Dec. 52.2 50.5 47.2 61.8 
, many other fields. 
* * * 
ck Goan ee * Feb. 7 5.3 53 4.8 4.1 A Senate Transportation subcommittee 
Sceilies Mee Feb. 7 105 103 100 86 predicts that Freight Car production this 
Fuel Oil Stocks Feb. 7 50 5! 47 4 year will be at a monthly rate exceeding 
Heating Oil Stocks Feb. 7 ” bch be a 10,000; but warns that this rate will have to 
LUMBER, Prod. (bd. ft.) m Feb. 7 488 494 430 632 be maintained for two or three years to 
Stocks, End Mo. (bd. ft.) b___| Dec: 5.5 6A 46 12.6 | relieve the existing shortage. 
* . 
STEEL INGOT PROD. (st.) m a Lp ge i go The Office of Defense Transportation be- 
Cumulative from Jan. | lieves that the Box Car Shortage, for 
ENGINEERING CONSTRUCTION | ,., |. a “a 94 | Which the steel shortage is mainly respon- 
AWARDS—Sm (en) Feb 12 699 566 598 «5.692 sible, will continue “indefinitely.” “Even if 
Cumulative from Jan. | 10,000 cars a month are built this year until 
MISCELLANEOUS October, we would only have about as 
Paperboard, New Orleans (st) t......) Feb. 7 223 197 202 165 many cars as we had in 1946.” 
Hosiery Production {pairs)m..........| Dec. 151 154 145 150 The A. A. R. reports that the Railroads 
Footwear Production (pairs)m Nov. “ 7 Pp rer had a total net income of $480 million last 
ee ee i oe ss 58 g.1 | year. This compared with only $293 million 
Do., Stocks, End Month___.__.| Dee. 456 463 409 506 in 1946, an “abnormally low earning year.” 











b—Billions. cbh—Census Bureau. 


Data. e—Estimated. en—Engineering News-Record. |— 
1b3—Labor Bureau (1935-9—100). 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 


(1926—100). 


cd—Commerce Dept. 
seasonally adjusted monthly totals at annual rate, before taxes. 


Ss 


I di 


cd2—Commerce Dept. (Avge. Month 1939—100). 
edi b—C 





T ' 


1b4—Labor Bureau, 


(1939—100). 


ommerce Dept. (1935-9—100), using Labor Bureau and other 
ted Index (1935-9—100). 
It—Long Tons. m—Millions. 
np—Without Compensation for Population growth. 


cd3—Commerce Dept., 


Ib—Labor Bureau. {!b2—Labor Bureau 
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ie al 1948 Indexes (Nov. 14, 1936, Cl.—100) High Low fFeb.7 Feb. 14 
Issues (1925 Close—1!00) High Low Feb. 7 Feb. 14 100 HIGH PRICED STOCKS... 84.05 75.27 77.55 75.27 
312 COMBINED AVERAGE ... 133.1 119.0 123.7 119.0 100 LOW PRICED STOCKS... 152.37 135.46 141.85 135.46 
4 Agricultural Implements _ 212.0 179.4 193.0 179.4 6 Investment Trusts 58.6 50.6 52.7 50.6 
11 Aircraft (1927 Cl—100)._ 155.7 137.3 144.0 137.3 3 Liquor {1927 Cl—100)..... 747.8 663.3 676.8 663.3 
6 Air Lines (1934 Cl.—100)_. 478.9 430.3 454.0 451.4 9 Machinery DSTI 136.8 142.2 136.8 
6 Amusement ., 903 79.7 83.1 79.7¢ 3 Mail Order . 100.8 91.3 94.3 91.3 
13 Automobile Accessories __... 201.5 175.3 181.0 175.3 3 Meat Packing __. _ 108.5 95.6 99.7 95.6 
12 Automobiles 0-384 32.8 34.4 32.8 13 Metals, non-Ferrous _...._.. 160.1 141.0 145.1 141.0 
3 Baking (1926 Cl_—100)__... 18.9 16.4 17.6 16.4 4 Paper 41.3 34.1 36.4 34.1 
3 Business Machines _..W..... 267.2 231.4 238.9 231.4 24 Petroleum _ eer 232.2 199.2 209.0 199.2 
2 Bus Lines (1926 Cl—100)_.. 149.3 136.1 139.5 136.1 19 Public Utilities = oe SOGF 98.0 100.2 98.0c 
5 Chemicals eee 222.9 229.7 222.9b 5 Radio (1927 Cl—!00).....-_ 20.7 18.0 19.0 18.0 
2 Goal (Mining: = 078 14.7 15.7 15.7 8 Railroad Equipment 61.9 55.5 57.0 55.5d 
4 Communication = S67 42.6 44.6 42.6 24 Railroads 23.3 20.5 21.6 20.5 
14 Construction ...... _. 64.2 56.9 58.3 56.9 3 Realty 23.9 22.6 23.6 22.6 
7 Containers ............. f ci3 SMa 288.7 296.5 288.7¢ 2 Shipbuilding = séi''7.00 102.8 113.0 102.8 
9 Copper & Brass.._.__..___ 101.6 92.0 96.1 92.0 3 Soft Drinks SIGS 459.7 492.7 459.7b 
2 Dairy Products ......... . 568 52.7 53.8 52.7¢ 4 Steel Se trent _ 110.9 96.2 100.6 96.2 
5 Department Stores ......... 61.7 53.9 57.5 53.9 3 Sugar 50.5 44.8 46.7 44.8d 
6 Drugs & Toilet Articles... 172.4 149.8 155.7 149.8 2 Sulphur 240.0 210.7 224.9 210.7¢ 
2 Finance Companies __....__. 216.7 199.4 210.2 209.8 5 Textiles 140.0 120.5 126.7 120.5 
7 Food Brands _ ~, 725 152.8 157.4 152.8c 3 Tires & Rubber. 38 28.3 28.4 28.3d 
2 OGM SICIOG: oo = 62.5 59.7 64.5 59.7¢ 6 Tobacco 69.3 64.3 65.8 64.3d 
3 Furniture 80.8 71.2 73.5 71.2 2 Variety Stores 319.5 286.9 300.3 286.9% 
3 Gold Mining 734.5 694.2 708.8 719.2 17 Unclassified (1947 Cl.—100) 100.8 92.0 94.6 92.0 
New LOW since: b—1946; c—1945; d—1944. 
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Trend of Commodities 





Wheat and corn during the week ended Feb. 7 staged the 
most violent decline in the 100-year history of the Chicago Board 
of Trade. Farmers and processors, oversold by the Government 
on inflation potentials, fod been hoarding produce in anticipa- 
tion of luscious market prices to be realized before the new 
harvests. Then came disillusionment through announcements 

that exorbitant prices were meeting consumer resistance and 
that world crop prospects had brightened materially since offi- 
cial estimates were published a few months earlier. The ensu- 
ing competitive scramble to unload forced a 17% decline in 
the Labor Bureau's daily index of spot prices (tabulated below) 
for 7 leading domestic agricultural prices. It is worth noting, 
however, that as of Feb. 14, the average was still 12°, higher 
| than a year ago, and 253%, above pre-war 1939. Thus in 


proper perspective the decline to date has amounted to little 
more than a relatively minor corrective reaction. It is too early 
yet to say whether or not this may signal an important turning 
point in the phenomenal war-time and post-war era of agricul- 
tural prosperity; but it is a fairly reasonable assumption that 
the 1947 peak in farm products prices will not be seriously chal- 
lenged again until the next major war. As for the near future, 
a period of backing and filling around current levels would be 
the normal expectation. Any extension of the reaction follow- 
ing this could not become catastrophic, for it would ultimately 
encounter Government support. As computed from parity prices 
obtaining on Jan. 15, the Government support price for cash 
wheat at Chicago would be $2.27 and for corn, $1.57. Closing 
prices on Feb. 14 were $2.66 for wheat and $2.52!/, for corn, 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I\Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Feb.14 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities 319.6 347.6 352.0 350.4 305.9 310.7 !56.9 
11 Imported Commodities__ 282.7 297.2 295.3 312.8 279.3 283.3 157.5 
17 Domestic Commodities__ 346.1 384.6 394.5 377.2 324.4 329.8 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
l Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
High ____. 163.6 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
Low _..._.... 150.6 1264 936 89.3 743 61.6 57.5 64.7 
608 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Feb.14 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture — 352.8 407.1 423.6 395.0 373.9 316.9 163.9 
12 Foodstuffs 384.3 440.1 455.2 435.9 363.8 379.3 169.2 
16 Raw Industrials 277.4 287.8 285.0 292.5 268.3 267.2 148.2 
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Average 1924-26 equals 100 

1948 1947 1945 1943 1941 1939 1938 1937 
High ........ 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
LOW ne 146,83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Around the World 


with JOHN LYONS 








ss 


exports to the sixteen nations 
participating in the European Recovery Program 
are now bound to be less this year than in 1947, 
considering the likelihood that the congressional 
appropriation for the ERP will be around $5 bil- 
lion rather than the $6.8 billion sought by the Ad- 
ministration. Still actual aid, in terms of goods and 
foodstuffs, need not fully reflect the decline in funds 
that will eventually be made available; lower U. S. 
prices may take up a good deal of the slack. 

According to the Department of Commerce, U. S. 
exports to the ERP countries last year amounted to 
$4.8 billion; during the present calendar year, they 
may run around $4.5 billion, though shipments are 
not expected to flow evenly during each quarter of 
the year. Since the ERP program is not likely to 
be enacted before the end of the first quarter, cur- 
rent exports will run considerably below those of 
last year’s, on a comparable basis. 

Regardless of the size of the ultimate appropria- 
tion, Great Britain will get the lion’s share of the 
ERP funds. The United Kingdom during the first 
15 months of ERP operation, will require total 
imports of $4.3 billion, of which it will be able to 
fnance $2.13 billion through its own dollar earn- 
ings from exports and services. Another $418 mil- 
lion will be obtained from such sources as the Inter- 
national Bank, private investments, etc. The bal- 
ance, $1.78 billion or about 25% of the requested 
$6.8 billion ERP appropriation, would come from 
the latter. The amount now is likely to be less, on 
basis of the probable lower appropriation. To the 
extent that the cut is not offset by U. S. price 
declines, Britain may have to look elsewhere to 
make up for the difference. 

France, tentatively, has been set down as the 
second largest taker, with some $1.43 billion to be 
loaned or granted to make up for her unfavorable 
trade balance. She, too, will have to be satisfied with 
somewhat less. Germany would be third with a 
total of over $1 billion for the Bizone, the French 
Zone and the Saar. Italy, requiring $869 million, 
will be fourth. However, all these tentative allot- 
ments are now likely to be cut. 

Incisive changes in the character of exports of 
the principal ERP countries are anticipated in the 
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next few years. For obvious reasons they are intent 
on channeling the larger part of their exports to 
“hard currency” countries. The shifts will not only 
be in direction but also in the type of goods. Above 
all it will mean larger exports to the Western Hemi- 
sphere, notably the United States, and smaller ship- 
ments to “soft currency” countries, with the latter 
emphasizing necessity rather than convenience. 


British Economic Problems 


The British economy is now thoroughly geared 
for the export drive but the Labor Government is 
again heading for difficulties. Gold and dollar re- 
serves are running out fast, and Prime Minister 
Attlee’s proposal of longer working hours has trade 
unions up in arms. Nor do they like his idea of 
freezing wages, though the reason—to hold down 
export prices is—potent. It is one of the repercus- 
sions of French devaluation, but probably also re- 
flecting the expectation of lower world market 
prices in the wake of price corrections in the 
U. S. A. And England sorely needs to remain com- 
petitive. Inability to export for price reasons would 
be a catastrophy and force devaluation of the ster- 
ling much sooner than otherwise likely. Devalua- 
tion now is not looked upon with favor; it would 
raise the cost of vital imports too much, again 
complicating the export outlook. 

Despite last winter’s fuel crisis, 1947 exports 
reached $4.6 billion which is about $1 billion or 
30% more than in 1946. Stafford Cripps, Britain’s 
economic czar, is setting 1948 export targets high, 
high enough in fact to balance imports in 1949. 
Encouraging factor is that coal production this 
winter is large enough to maintain a high level of 
output in all basic industries, with some to spare 
for export to the hard pressed Continent. Tentative 

export goals call for a 50% boost in shipments to 
the Western Hemisphere. It’s an ambitious goal, 
since costs, raw materials and particularly delivery 
dates (the latter a crucial factor) remain difficult 
problems that must be overcome if the objective 
is to be reached. 

An interesting sidelight: Britain’s trade agree- 
ment with Russia and (Continued on page 616) 
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How Far Can the Building 
Boom Go? 





(Continued from page 596) 


surprise. In this special field we 
find long deferred repair activi- 
ties supplementing demand for 
finishing work in new construc- 
tion; between the two, potentials 
for a further uptrend in sales and 
profits during 1948 are fairly well 
defined. Raw materials such as 
linseed oil and certain kinds of 
resins are still in tight supply, but 
this situation may improve dur- 
ing the current year. 

During recent years, research 
has made strides in improving the 
quality of paints, partly through 
the use of synthetic components, 
while inexpensive water-based 
emulsions have also gained much 
in popularity. Some of the larger 
concerns have extensively diversi- 
fied their output and expanded 
volume through utilization of 
vegetable oils, not only in their 
regular operations but in other 
fields as well. A decided upturn 
in net earnings was characteristic 
of most of the paint manufac- 
turers in 1947, and there is little 
indication that the improvement 
has run its course. 

In like manner, the producers of 
plate and window glass are view- 
ing thecurrent year with warrant- 
able optimism. Plate glass output 
last year is estimated around 250 
million square feet, partly due to 
the rise in construction activities 
and in part because of rising de- 
mand from the automotive indus- 
try. The demand for flat glass in 
new buildings shows no indica- 
tion of slackening during 1948, 
and as production has nearly come 
in balance with demand, prompt 
deliveries promise to become 
rather general. Raw materials, 
except for a few chemicals, are 
no problem at al. 

The most recent innovation in 
window glass is a double pane 
unit with a space between the 
flats to effect insulation. The 
huge new building of the John 
Hancock Life Insurance Company 
in Boston is to be entirely equipped 
with these new panes, and others 
are likely to follow suit. Prices 
for window glass will probably 
hold at current satisfactory lev- 
els, up 18% compared with pre- 
war, and net earnings of the lead- 
producers should continue favor- 
able. 
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Operations close to capacity 
seem indicated for producers of 
building hardware, plumbing and 
heating, provided the hard press- 
ed steel industry is able to supply 
the requisite materials. Chances 
are that any federally enforced 
allocations that may enter the pic- 
ture in coming months will not 
seriously involve manufacturers 
in this field. Considering the po- 
litical aspects of the housing 
shortage in an election year, it is 
more probable that this industry 
will be favored rather than hamp- 
ered in its all out efforts to pro- 
vide more homes. Higher steel 
prices and wages naturally will 
continue to press against earn- 
ings, but this factor may largely 
be offset by increased plant effi- 
ciency resulting from improve- 
ment programs now largely fin- 
ished. Profit margins of manu- 
facturers in this special group are 
seldom wide because of substan- 
tial competition, but since current 
large volume is fairly certain to 
continue, the spreading of over- 
head should produce satisfactory 
profits. 


Some Adverse Factors 


So many encouraging elements 
point to sustained prosperity for 
the suppliers of essential building 
items, that confidence in the 
stronger concerns is well war- 
ranted. There are, however, a few 
factors that invite caution against 
undue optimism. One of these is 
the limited number of skilled 
workmen in some key unions and 
the pressure exerted by their 
leaders for shorter hours and less 
working speed. It is said that re- 
luctance against expanding the 
ranks of apprentices has already 
increased the average age of car- 
penters, painters, etc., now em- 
ploved by about 7 years since the 
beginning of the last war. As 
some three years of training are 
required for apprentices, it can 
be envisaged that any substantial 
hopeful expansion in building ac- 
tivities may run full tilt into a 
serious labor shortage that no 
monetary considerations could 
overcome. Some of the mass 
builders of homes have overcome 
this problem by employing non- 
union labor and have cut con- 
struction time by about 40%, but 
such policies could not be adopted 
on any wide scale. 

Reference to the appended table 
will disclose considerable diver- 
gence in price-earnings ratios and 
yields among shares of the 26 


companies listed in the building 
group. Uncertainty over how long 
the construction boom may last 
and awareness that this indus- 
try’s cyclical progress is closely 
tied to the level of general busi- 


ness and national income, at- 
taches a considerable measure of 
speculative activity to shares in 
this division. 

Under current stock market 
conditions, though conservative 
dividend policies in most cases 
warrant stable distributions dur- 


ing 1948, with hope of -improve- | 
ment here and there, share prices | 


are well below the 1947-48 highs 
though consistently above the low 
marks registered. Rather liberal 
price-earnings ratios and low 
yields for some of the soundest 
leaders attest to a high degree 
of investor confidence in their 
outlook. With proper selectivity 
and timing, it seems apparent 
that shares of other concerns on 
the list could be picked to yield 
an attractive return, with fair 
potentials for eventual apprecia- 
tion. Based upon factual evidence, 
the building industry has far 
from exhausted its promising 
postwar potentials. 





Electrical Industry Under 
Keener Competition 





(Continued from page 587) 


purchasing power of their occu- 
pants generally of record propor- 
tions, it is small wonder that de- 
mand for electric appliances last 
year was exceptionally strong. As 
many of these devices require a 
small motor, output was hamp- 
ered by a serious shortage of 
these units during most of the 
year. Shifts in equipment of fac- 
tory machines, also, increased the 
demand for relatively small mo- 
tors, for modern designing of ma- 
chine tools now often calls for 
the use of several motors where 
formerly only one was employed. 
At one time near the middle of 
1947, manufacturers of fractional 
motors were struggling against a 
backlog of more than 21 million 
units, and in hopes of assuring a 
better supply many makers of ap- 
pliances felt obliged to manufac- 
ture their own motors. Early in 
1948, though, it became increas- 
ingly apparent that the bottleneck 
was broken, partly due to better 
supplies of steel and copper, and 
in part because of slackening in 
demand. 
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He can turn on the rain and the sun... 


ITH THE FLICK of a switch, the Gulf 
alin (at left) can turn the sun on or 
off as he pleases. 

And this is a thing he does many times each 
day to test how well certain oil compounds can 
protect metals from exposure and rust. 

It’s all done in the artificial weather machine 
you see at left. Oil treated metal panels are ex- 
posed to tropical heat in this tank—to rays of 
ultraviolet light (the intensity of which is several 











times that of the noonday sun). 


In the same tank, these metal panels are also 
exposed to sprays of “‘rain.” 

Thus, oils and compounds can be tested in 
this tank in a fraction of the time actual outdoor 
weather exposure would take. 

Through such methods as this, Gulf scientists 
are able to increase the value of petroleum prod- 
ucts—well aware that there’s a “plus” for every- 
one in petroleum’s progress. 


GULF 





The fact seems to be that while 
supplies of certain applances such 
as refrigerators are still insuffi- 
cient to meet demand, others like 
irons, fans, washers and vacuum 
cleaners are closely in balance 
with demand. By this it should 
not be inferred that either the 
manufacturers of fractional mo- 
tors or the leading producers of 


| appliances are worried over the 


outlook for the current year. To 
the contrary, leading authorities 
in the industry are predicting an 
over-all volume gain of about 5% 
for appliances during 1948 with 
sales topping $1 billion, and some 
such as General Electric are even 
more optimistic over their indi- 
vidual prospects. 

As for electric ranges, the Na- 
tional Electrical Manufacturers’ 
Association sees only expanding 
markets ahead. Sales of these 
nits substantially contributed to 
the over-all progress of the ap- 
pliance industry last year. In 
1947 a record number of 1.25 mil- 
lion electric ranges were pro- 
duced, a 92% increase over 1946 
and 73% over 1941. Demand for 
ranges of this class continues so 
strong that output during 1948 
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PETROLEUM PROMOTES PROGRESS! 





is expected to reach 1.5 million, 
without creating an over supply. 
The outlook for well sustained 
demand for electric water heaters 
seems equally encouraging. The 
NEMA reports that production of 
these soared to around one mil- 
lion last year, a gain of 82% 
over 1946 and, more signficantly, 
400% over 1941. This latter com- 
parison indicates that water heat- 
ing by electricity has become 
highly popular and that a wide 
horizon for extension now exists. 
Predictions are that another in- 
crease of 20% in production will 
feature 1948, unless materials 
shortages prove restrictive. 


Situation in Home Freezers 


Early in 1947, rumors were 
persistent that manufacturers of 
home freezers were piling up in- 
ventories that they found difficult 
to sell. It was said that overpro- 
duction in this relatively new 
field was causing a good many 
worries. Results for the full year, 
though, seem to refute these 
ideas. Production of home freez- 
ers under 16 cubic feet for 1947 
mounted to 400,000 units, a gain 
of 167% over 1946, and that they 


found a ready market is shown by 
company plans to turn out even 
more during 1948. Experience 
with home freezers, though color- 
ed with the usual reactions at- 
tending the introduction of new 
devices, apparently has won them 
permanent favor. In due course, 
manufacturers may develop some 
highly interesting business, 
though competition will be very 
keen. 

Sales of vacuum cleaners last 
year were greater than in any 
two year period in the industry’s 
experience. Consumers purchased 
nearly 4 million of the cleaners 
last year, and if the level of na- 
tional income remains near pres- 
ent levels, sales in the current 
year may closely equal this fig- 
ure. The more attractively design- 
ed newest models tend to hasten 
the rate of replacements while 
the increased number of homes 
swells the number of prospective 
buyers. Profit margins on vacuum 
cleaners generally have been 
wider than on most appliances, 
probably due to the widespread 
practice of manufacturers to sell 
direct to the consumer. 

One item among appliances is 
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now quite clearly in ample sup- 
ply, namely electric irons. As 
these require no motors it has 
been possible to step up their 
output at a rapid pace. The sup- 
ply of electric clocks has also be- 
come plentiful. Mass production 
of both of the above items has 
brought reasonably low prices, 
along with modern designing. 
Profit margins are usually rather 
narrow on such light appliances 
and as competition becomes in- 
creasingly strong, volume will 
have to be sustained at high levels 
to establish satisfactory net earn- 
ings. This should not be overly 
difficult for the well entrenched 
leaders in the field during the cur- 
rent year, though their promo- 
tional costs are apt to rise. 


Conclusions 


Summing up, the producers of 
heavy electrical equipment are 
facing a period of several years 
during which they can sell about 
everything they can turn out. 
Manufacturers of lighter appli- 
ances should enjoy an exception- 
ally good first quarter in the cur- 
rent year, though sales of a few 
specialties may revert to seasonal 
proportions. Large companies 
producing both heavy and light 
appliances should show satisfac- 
tory results for the full year, 
though by midyear the real test 
of selling ability under genuine 
competitive conditions must be 
tackled, and if the apparent 
downtrend in commodity prices 
turns out to be no temporary mat- 
ter, inventory problems and lower 
prices for finished goods will con- 
stitute a challenge. 

On balance it seems hardly 
probable than net earnings of 
many concerns in this field will 
rise during 1948. The showings 
made for 1947 were so satisfac- 
tory, though, that even if moder- 
ate recessions are reported during 
the current year, they would still 
be fairly good. Dividend rates 
now in effect should be fairly well 
maintained among the better sit- 
uated concerns. 

Shares in the electric appliance 
group, as the appended table re- 
veals, appear reasonably priced if 
weighed in the light of price-earn- 
ings ratios and yields. Despite 
the recent sharp drop in general 
stock market quotations, only a 
few of the shares on this list 
have declined to near their 1947- 
48 lows. This would seem to in- 
dicate that around current prices, 
existing uncertainties in this in- 
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dustry have been fairly well dis- 
counted. 


What seems certain is that a 
buyers’ market has already enter- 
ed the picture in contrast to the 
glamorous going last year; this 
will entail some changes in prog- 
ress and policies for more than 
one important concern. In other 
words there should be plenty of 
business, but the race to capture 
a sizable share will involve high- 
er selling costs as competition 
heightens. The leading manufac- 
turers of motors, regardless of hp 
specifications, have little to worry 
about because their established 
reputations and efficient cost con- 
trols give them the edge over 
their competitors in a market 
where over-all demand should re- 
main high, provided no upset oc- 
curs in the economy. The same 
thing should hold true for strong- 
ly entrenched producers of ap- 
pliances of nearly every descrip- 
tion. 


In this special field, though, 
some concerns that have only 
since VJ Day entered the competi- 
tive arena in order to diversify 
output and to spread overhead 
may experience tougher sledding. 
Then, too, break-even points have 
been raised to an extent that if 
volume is not sustained, a rather 
small drop in sales would ad- 
versely affect net earnings. Hence 
while another good year for the 
electric appliance industry and 
its suppliers seems in store, some 
problems are looming up that 
could alter potentials for the less 
favorably situated concerns, es- 
pecially if price competition be- 
comes keener. 


Manufacturers of _ refrigera- 
tors, though still experiencing a 
country-wide excess of demand 
over supply, are not too confident 
that this will continue all through 
1948. In the big city centers, deal- 
ers are reporting that to move 
less known makes now require 
hard pushing by their sales force, 
although those with long estab- 
lished reputations find quick 
takers. In the rural areas, how- 
ever, the shortage of refrigera- 
tors is rather acute and may re- 
main so for a good many months 
to come. As half a million addi- 
tional farms were electrified last 
year and farmers generally had 
the highest income on record, the 
rural markets promise to continue 
as a lush field for all kinds of 
electric appliances, with refriger- 
ators strongly in the van. 


During 1947, scarcity of sheet 
steel held output of refrigerators 
to around 3 million units but in 
the current year the score may 
amount to 4 million. As ampler 
supplies of repair materials have 
tended to lessen the demand for 
new units, it begins to look as if 
by the end of 1948, a total of 8 
million refrigerators produced 
since VJ Day would just about 
restore demand to normal propor- 
tions. When this time arrives, an- 
nual volume should remain far 
above prewar but quite a num- 


ber of new and strong competi- [ 


tors like International Harvester 
must be counted on to take their 
share. 


The marked shortage of domes- 
tic servants and the high cost of 
professional laundry work has 
substantially bolstered the de- 
mand for electric washers and 
ironers, providing the manufac- 
turers of these devices with rec- 
ord breaking sales and profits last 
year. Prior to the war, Bendix 
got a running start in this spe- 
cial field and had it pretty 
much to itself. During hostilities, 
though would-be competitors had 
increasingly eyed this interesting 
market with envy, about all they 
could do was to lay plans to throw 
their hats in the ring. As matters 
now look for 1948, at least a 
dozen strong concerns will be 
vying with each other to sell 
washers and ironers of up-to-date 
designs, improved principles and 
efficiency. 


Line-up in Washers 


In this respect, the new auto- 
matic washers now offered by 
Bendix Home Appliances, West- 
inghouse, F. L. Jacobs, Apex, 
Hotpoint (a GE subsidiary) and 
others carry decided appeal. On 
the other hand their prices, rang- 
ing from $229.50 to $349.50, are 
far higher than the conventional 
washers, some of which are priced 
as low as $99.50. For this rea- 
son at least one strong contender 
in the field, Maytag, has decided 
to concentrate production on 
washers of the conventional type. 
1947 production of all types by 
the industry totalled about 3.5 
million units and ‘this record 
should be equalled in 1948, given 
adequate steel supplies. How 
acute the competition has already 
become is shown by fairly prompt 
deliveries to customers and wide- 
spread promotional campaigns 
offering highly liberal instalment 
credit terms. 


THE MAGAZINE OF WALL STREET 








gre 
ves 


ing 
rec 


the 
eli 


ar¢ 
un 
ha’ 


Eu 
Ma 
« 


len 
fur 
err 
car 
ica 
Ea: 
to 

tim 
tha 
nal 
Pol 
ern 
fro 


Eas 
fiel 


1G 


cen 
anc 
lon; 
bor 
in 

ver 
cre: 
per 
me} 
We 
whi 
und 
bor 
Al, 
is v 
ask 
doll 
futi 


cisr 
inst 
But 
the 
as 1 
just 


the 
fail 





heet 
tors 
it in 
may 
ipler 
have 
for 
as if 
of 8 
uced 
bout 
)por- 
, an- 

far 
1um- 
peti- 
aster 
their 


mes- 
st of 
has 
de- 
and 
ifac- 
rec- 
; last 
ndix 
spe- 
retty 
ities, 
had 
sting 
they 
1row 
tters 
st a 
1 be 
sell 
-date 
and 


ruto- 
1 by 
Vest- 
\pex, 
and 
. On 
‘ang- 
, are 
ional 
riced 
rea- 
nder 
cided 

on 
type. 
s by 
+ 8.6 
cord 
yiven 
How 
‘eady 
ompt 
wide- 
—2xigns 
ment 


EET 





Shares in the electrical appliance 
group, as the appended table re- 
veals, appear reasonably priced if 
weighed in the light of price-earn- 
ings ratios and yields. Despite the 
recent sharp drop in general stock 
market quotations, only a few of 
the shares on this list have de- 
clined to near their 1947-48 lows. 
This would seem to indicate that 
around current prices, existing 
uncertainties in this industry 
have’ been fairly well discounted. 





Test of Bretton Woods 





(Continued from page 584) 
European investments “until the 
Marshall Plan has crystallized.” 

Since the Bank’s management, 
lending almost exclusively the 
funds supplied by the U. S. Gov- 
ernment or the U. S. investors, 
cannot very well disregard Amer- 
ican foreign policies, loans to 
Eastern European countries seem 
to be out altogether for some 
time, if not forever. It is doubtful 
that the Bank will agree to fi- 
nance even the re-equipment of 
Polish coal mines, although West- 
ern Europe would benefit there- 
from. There remain only one or 
two Latin American or Near 
Eastern countries as a possible 
field for investment. 

Moreover, the Bank may find 
it difficult to raise funds in the 
American market at a 214 per 
cent rate for intermediate issues 
and a 3 per cent rate for the 
longer-term issues. If it has to 
borrow at a higher interest rate 
in the future, as it now seems 
very likely, it will have to in- 
crease its present charge of 414 
per cent on the loans made to the 
member countries. That the 
Western European countries, 
which are now getting assistance 
under the Marshall Plan, will 
borrow at a rate higher than 
414 per cent, is doubtful. Also it 
is unlikely that the Bank will be 
asked to lend funds other than 
dollars—at least not in the near 
future. All this indicates that the 
Bank won’t play much of a role 
in the rehabilitation of the world 
during the rest of this year. 

Thus far, only adverse criti- 
cisms of the twin Bretton Woods 
institutions have been presented. 
But there is an explanation why 
the two organizations have acted 
as they have, in some cases with 
justification. 

Probably the basic reason why 
the Fund and the Bank have 
failed to measure up to the high 
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hopes that their founders had for 
them, has been the deterioration 
of world situation as a conse- 
quence of the East-West split. 
Instead of cooperation, the world 
has been faced first with Russian 
obstructionism, then sabotage, 
and finally open hostility. With 


the world hovering between peace - 


and war, the people of Europe 
have lacked confidence in the fu- 
ture as well as the will to rebuild 
their countries. Important East- 
ern-Western Europe trade has 
withered, and there is no hope of 
filling in the near future the gap 
created by the collapse of Ger- 
many and Japan. 

In this country we are just 
beginning to realize (1) that 
the chaos and the devastation 
brought about by the war will 
necessitate assistance on a scale 
far larger than that visualized in 
Bretton Woods, and (2) that the 
relaxing of controls over cur- 
rencies and world trade will be 
a very tedious process. 


Other Obstacles 


Other developments have also 
proved obstacles to the smooth 
functioning of the Bretton Woods 
organizations. The stock market 
slump and the rise of interest 
rates have warped the Bank’s 
plans for selling more bonds. The 
original plans for borrowing 
some $8 billion in the American 
money market have proved to be 
highly unrealistic. With the big 
insurance companies telling the 
Bank that they may not be inter- 
ested in buying more of its bonds 
if the total outstanding reaches 
$3 billion, the practical limit 
seems to be below that amount. 

Moreover, the market for the 
Bank’s debentures is still being 
restricted by state and federal 
laws. In many states, including 
Massachuestts, insurance com- 
panies and savings banks are still 
barred from investing in World 
Bank bonds. The law limiting the 
lending of national banks to not 
more than 10 per cent of their 
capital and surplus, also restricts 
the market for the bonds. The 
Bank marketed last July $250 
million of debentures, apparently 
with great success. But the price, 
which was 103 at that time, de- 
o— in January to as low as 
94, 

While the Bank’s operations 
are being interfered with by 
the rise of interest rates, the 
Fund’s operations are apparently 
being influenced by political con- 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a quarterly dividend 
of one dollar ($1.00) per share on 
the outstanding common stock, pay- 
able March 12, 1948, to stockholders 
of record at the close of business 
February 24, 1948. 


B. E. HUTCHINSON 


Chairman, Finance Committee 

















REEVES BROTHERS, mc. 


DIVIDEND NOTICE 
A dividend of 25¢ per share has 
been declared, payable April 1, 
1948, to stockholders of record at 
the close of business March 3, 1948. 
The transfer books of the Company 
will not be closed. e 


J. M. REEVES, Treasurer 








February 16, 1948 
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UNION CARBIDE 
AND CARBON 
CORPORATION 


UCC 


A cash dividend of One dollar ($1.00) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1948, to 
stockholders of record at the close of 
business February 27, 1948. 


MORSE G. DIAL, 
Secretary and Treasurer 








GU POND E. L ov PonT DE NEMOURS 
& COMPANY 


WILMINGTON, DELAWARE: February 16, 1948 
The Board of Directors has declared this day 
regular quarterly dividends of $1.12% a share 
on the outstanding Preferred Stock—$4.50 Series 
and 8714¢ a share on the outstanding Preferred 
Stock—$3.50 Series, both payable April 24, 
1948, to stockholders of record at the close of 
business on April 9, 1948; also $2.00 a share, 
as the first interim dividend for 1948, on the 
outstanding Common Stock, payable March 13, 
1948, to stockholders of record at the close of 
business on February 24, 1948. 

L. puP. COPELAND, Secretary 














i“ Johns-Manville 
JM Cerporation 


DIVIDEND 
The Board of Direeters declared a dividend 
of 35¢ per share ea the on Stock pay- 
able March 10, 1948, *e holders of record 
March 1, I 
ROGER HACKNEY, 7 reasurer 
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siderations. It is quite clear, for 
example, that in the matter of the 
French franc devaluation, the 
Fund was caught between the de- 
sire of our State Department and 
the Treasury to have freely fluc- 
tuating currencies in Europe, on 
one hand, and on the other hand 
the fear of the British authori- 
ties that “the area of disturb- 
ance” (meaning free currencies) 
would eventually force them to 
devalue the pound sterling. The 
Fund’s attitude was a compro- 
mise—as were all of its other 
decisions. 

The Fund’s most important de- 
cision—to accept the ruling ex- 
change rates and to postpone ac- 
tion on overvalued currencies— 
may be defended (1) by the ap- 
prehension on the part of the 
Fund’s directors that some mem- 
ber countries might be alienated 
by a bold action, (2) the desire 
to keep inflationary pressures 
down, and (3) by the fully justi- 
fied belief that currency devalua- 
tion would not eliminate a deficit 
in international payments as long 
as there were not enough goods 
to be exported. 

In one way, the Fund has “dis- 
appointed” its early critics. It has 
not been “plundered” by its poor 
Latin American and Eastern Eu- 
ropean members. In insisting up- 
on continuous checking of bor- 
rowers, the Fund’s policies have 
been sound. The Fund is appar- 
ently also constantly pressing its 
members to adopt sounder fiscal 
policies. 


Time for Review 


The time has come for an im- 
partial review of the operations 
and the functions of the twin 
Bretton Woods institutions. Two 
things have happened: The Fund 
has undoubtedly lost some pres- 
tige as a super-national arbiter in 
international financial relations. 
The Bank has temporarily retired 
as a factor in the world’s rehabil- 
itation. Moreover, the two insti- 
tutions are “international’’ inso- 
far as the “Western World” is 
concerned only. 

Many people who have been op- 
posed to the Fund and the Bank 
right. from the very start, argue 
that there is not much sense in 
maintaining two expensive insti- 
tutions that have been lending 
largely American money anyhow. 

They point out that the Treas- 
ury rather than the Fund extend- 
ed “stabilization” loans to Brazil 
and Mexico. They also point out 
that the Export-Import Bank, 
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which may have to step-up lend- 
ing because of the World Bank’s 
inactivity, could easily perform 
the functions of the latter if Con- 
gress approved. 


The supporters of the Bank . 


and the Fund are likely to dis- 
miss the whole matter. They 
point out that the Fund’s hands 
are tied during the five transi- 
tional postwar years, and that 
the real test of the two organiza- 
tions will come when more nor- 
mal conditions are restored and 
international trade is freed of its 
fetters. 

We are on the sidelines. We 
feel that a reorganization of the 
Fund and the revision of some 
of its involved rules would help 
to create good will and win a 
wider support of American busi- 
ness. Although they may be im- 
perfect, the Bretton Woods in- 
stitutions are an experiment in 
international cooperation in a 
new direction. We have never ex- 
pected that their path would be 
smooth, and we feel that nothing 
would be gained by giving up at 
this point. 





Another Good Year for 
Farm Equipments? 





(Continued from page 591) 
increase of 10% over the previous 
year and 287% over 1940. On top 
of this, an neddenaiad $5.4 billion 
in savings bonds were owned by 
farmers and farm mortgages have 
been steadily reduced. 

Such affluence resulted in a 
sharp decline in the proportion of 
installment sales financed by the 
manufacturers, leaving them with 
ample working funds, a goodly 
share of which has been utilized 
for substantial expansion and im- 
provements. Last year’s sales 
gains, combined with an average 
increase of selling prices of 13% 
over the previous year, resulted 
in substantial earnings improve- 
ment—despite rising costs—of all 
companies. Per share earnings of 
some of them more.than doubled, 
as shown in the accompanying 
tabulation. Better labor relations 
and smoother operating condi- 
tions due to a freer flow of raw 
materials markedly contributed to 
this showing, which should at 
least be matched, but probably 
bettered—perhaps greatly so—in 
the current year. 

Altogether, sales of agricul- 
tural machinery for 1948 are ex- 
pected to reach a minimum of 


$1.8 billion, wnich would repre- 
sent an increase of 20% over last 
year. With ample purchasing 
power in their hands and with 
great need and desire for maxi- 
mum output, the farmers can be 
expected to accelerate mechaniza- 
tion. So great is the demand for 
implements that some tractors 
and combines are commanding 
very substantial premiums over 
list prices. 

Production schedules of manu- 
facturing companies are limited 
only by availability of steel. De- 
velopment of implements for the 
smaller farms provides a wide po- 
tential market; while the require- 
ments of the Marshall Plan— 
where farm equipment is high up 
on the list—will give a further 
boost to output. All these factors, 
combined with the flexibility with 
which selling prices can be adjust- 
ed to offset any further increases 
in costs of labor and material, in- 
dicate new peaks in earnings for 
the current fiscal year. 

It is a prospect that imparts 
farm equipment shares a good 
measure of appeal, and that has 
found reflection in the past in 
better than average market ac- 
tion. As a group, last year, they 
registered a gain of some 22% 
compared with a moderate decline 
for the market as a whole. Some 
shares, until the recent market 
downturn, were selling persistent- 
ly close to last year’s highs, and 
others only moderately below 
these peaks. Even in weak mar- 
kets, the stocks of the stronger 
companies have met relatively less 
pressure and shown better resist- 
ance. Indicated 1948 earnings 


gains may readiy lead to more. 


liberal dividends in some cases. 





The Outlook for Office 
Equipments 





(Continued from page 593) 
IBM has recently introduced a re- 
mote control keyboard to be used 
in conjunction with its electric 
typewriter, thereby providing a 
practical, effortless means of typ- 
ing by the bedridden and physi- 
cally handicapped. Another new 
development is an electric punch- 
ed hole verifier, which adds con- 
siderable speed and ease of oper- 
ation in verifying the data punch- 
ed into IBM cards. Burroughs 
Adding Machine is likewise en- 
gaged in an extensive improve- 
ment and expansion program, be- 
lieved to be the largest in its his- 
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‘ tory. Among its new products is 


a machine developed for the use 
of bank tellers, which is designed 
to shorten the wait of customers 
at bank tellers’ windows by elimi- 
nating the pen and ink account 
pass book. 

The heavy backlogs of orders 
have prevented the development 
and introduction of as many new 
devices as will be the case when 

nore normal conditions prevail. 
Major companies are studying 
new and better methods of dis- 
tribution, and also concentrating 
on quality improvements as a fur- 
ther aid to future sales. 

Due to the cyclical factor, office 
equipment shares normally fluctu- 
ate somewhat wider than the gen- 
eral market and -they have con- 
formed to this pattern in recent 
market swings. At present, price- 
earnings ratios are about average, 
with the exception of the high- 
grade International Business Ma- 
chine. As the accompanying table 
shows, most equities are selling 
currently around their 1947-48 
lows. Since indicated continued 
large profits for most companies 
point to well-maintained divi- 
dends, they appear reasonably 
priced. 





Answers To Inquiries 





(Continued from page 602) 
tors by the home movie maker. 
Nearly .50% of the company’s 
1947 sales went to the amateur 
field. The company in 1947 intro- 
duced a new 8 mm magazine load- 
ing camera, new 8mm projector 
and a new 16mm camera for the 
advanced amateur. Company also 
produced a 16 mm sound projector 
for use in schools, churches and 
industry. The company’s produc- 
tion of professional 35mm motion 
picture equipment was only 10% 
of the 1947 sales total. The com- 
pany anticipates continuance of 
the heavy demand for photo- 
graphic products and is continu- 
ing its long range expansion pro- 
gram of adding to its productive 
plants and facilities. 





What Year-End Statements 
Reveal for 1948 





(Continued from page 577) 
average of around $3 million for 
25 years past. 

Expenditure since VJ Day of 
approximately $17.5 million for 
modernization, plus nearly $8 
million more planned, should rad- 
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ically stabilize operations from 
now on. After payment of divi- 
dends to preferred and common 
stockholders, West Virginia Pulp 
retained slightly more than 56% 
of its 1947 earnings, or $6.2 mil- 
lions, in the business. As of De- 
cember 31, 1947, the ratio of cur- 
rent assets to current liabilities 
was 8.4, including Government 
securities segregated for plant 
improvement it was 10.9 to 1. A 
moderate rise of about 10% in 
inventory values attests to a rapid 
turnover, and 90% of the amount 
carried at the year end represent- 
ed raw materials or unfinished 
products. 

The preliminary earnings 
statement of United States Steel 
Corporation for 1947 showed 
shipments and sales of record 
peacetime proportions, and net 
earnings equal to $11.66 per 
share, a peak figure since 1929. 
Consolidated net profits amount- 
ed to $126.7 million, after allow- 
ance for a reserve of $91 million 
for federal taxes upon income. 
This toll of taxes upon income 
compares with $32 million in 
1946 and a peak of $153 million 
in 1942 when excess profits taxes 
were in force. 

Net income as reported was 
lowered by about $6 million 
through the substitution of LIFO 
methods of valuing inventories 
compared with former account- 
ing practices. Of the reserve es- 
tablished during the war to cover 
contingent higher costs, $2.5 mil- 
lion was used in last year’s third 
quarter to cover replacements of 
inventories at advanced cost lev- 
els. Irving Olds, chairman of Big 
Steel,- is optimistic over a con- 
tinuance of strong demand for 
steel, but cautions that his com- 
pany’s operating rate will hinge 
upon labor peace, scrap supplies 
and international developments. 





Realistic Study of the Race 
Between Prices and Wages 





(Continued from page 579) 
easily lead to strikes. It is a pos- 
sibility that may be not at all 
far-fetched, particularly in indus- 
tries where pipelines and ware- 
houses are well filled with fin- 
ished goods. They could afford to 
weather a strike. Labor could far 
less afford it; workers are likely 
to hesitate to walk out, especially 
if the prospect of a business set- 
back points to rising unemploy- 
ment. 








Atlas Corporation 
Dividend on Common Stock 


NoTICE IS HEREBY GIVEN that a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Sto-k of Atlas Corporation, 
payable March 20, 1948, to holders 
of such stock of record at the close 
of business February 27, 1948. 


Water A. PETERSON, Treasurer 


February 17, 1948. 
CONTINENTAL 


C CAN COMPANY, Inc. 


A resuiar quarterly dividend of ninety 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1948, to stock- 
holders of record at the close of bust- 
ness March 15, 1948. Books will not 
close 

SHERLOCK McKEWEN. Treasurer 



































UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A quarterly dividend of 50 cents per 
share has been declared on the Com- 
mon Stock of said Company, payable 
| March 10, 1948, to stockholders of 
| reeord at 3 o’clock P.M. on February 


24, 1948. C. H. McHenry, Secretary 








MARTIN-PARRY 


CORPORATION 
DIVIDEND NOTICE 


The Board of Directors has declared a dividend of 
fifteen cents (15c) on the Capital Stock of the Corpo- 
ration, payable April 5, 1948, to stockholders of 
record at the close of business March 20, 1948. 

T. RUSS HILL, President 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share and an addi- 
tional dividend of 50c per share on the 
Company’s capital stock, payable March 
15, 1948, to stockholders of record at the 
close of business February 27, 1948. 
RICHARD T. FLEMING, Secretary. 




















SOUTHERN PACIFIC COMPANY 
DIVIDEND No. 121 


| A QUARTERLY DIVIDEND of One 
| Dollar ($1.00) per share on the Common Stock 
of this Company has been declared payable at 
the Treasurer’s Office, No. 165 Broadway, 
New York 6, N. Y., on Monday, March 22, 


1948, to stockholders of record at three o’clock 
P. M. on Monday, March 1, 1948. The stock 
transfer books will not be closed for the pay- 


ment of this dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., February 19, 1948. 
It is a fairly safe prediction 
that now that the cost of living 
has declined and may decline fur- 
ther, unions will almost certainly 
reject any two-way cost of living 
clause which might result in sub- 
stantial wage reductions if prices 
continue to go down. Yet that 
would be a realistic approach, 
and one that would go far 
towards a prompt stabilization of 
the wage-price structure in the 
prospective period of readjust- 
ment. (Continued on page 620) 
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The Problem of Financing 
Further Business Expansion 





(Continued from page 574) 


To meet this situation it would 
be well to re-establish the fact 
that saving is a virtue and not 
a vice, that the accumulation of 
savings and their investment in 
productive enterprise creates em- 
ployment the same as spending 
for personal consumption. But 
even more important is the revi- 
sion of the tax structure with a 
view to facilitating the flow of 
venture capital into business en- 
terprise. 


Importance of Earnings 


If tax policy is detrimental to 
capital investment, no less a dan- 
ger to an adequate supply of risk 
capital is the recent tendency to 
view business profits generally as 
exorbitant and demand wider 
distribution to the workers in 
form of wage boosts without 
compensatory price increases. We 
have shown before the impor- 
tance of undistributed earnings 
as a source of business capital. 
To restrict earnings would at 
once restrict the ability of busi- 
ness to expand. By the same 
token, any earnings decline due 
to recessionary business condi- 
tions would likewise force cur- 
tailment or abandonment of at 
least some of current expansion 
programs. Retained earnings are 
too important a source of capital, 
and greater reliance on external 
capital sources would be impos- 
sible of realization in an environ- 
ment of receding earnings or 
business activity generally. 

An important factor in ap- 
praising the demand and supply 
situation in the investment mar- 
ket is the heavy volume of res- 
idential building construction 
which this year is expected to 
compete for some $5 billion of 
available investment funds, more 
than indicated corporate require- 
ments for new money from this 
source. This has been due to the 
easy terms for home building and 
buying; mortgages are being 
placed on new and old homes at 
an unprecedented rate, putting an 
excessive strain on the supply of 
mortgage money, quite apart 
from possible later difficulties for 
the buyer. A corollary effect is 
that it tends to weaken the stim- 
ulus to saving for home owner- 
ship, thereby reducing savings 
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available for other investment. A 
tightening of mortgage lending 
as apparently now indicated 
would therefore be salutary, all 
the more so as it would not mean 
any drop in overall capital ex- 
penditures. 

To sum up: The future trend 
of corporate earnings as well as 
of savings by the public and its 
willingness to invest them will 
importantly determine whether 
sufficient funds will be available 
for further business expansion. 
Availability of funds will deter- 
mine the size of expansion pro- 
grams, and these in turn will 
have an important bearing on the 
business cycle. 

But there are other factors 
that cannot be ignored. Unset- 
tled conditions, not uncommon in 
election years, may deter major 
producers to embark on ambi- 
tious programs of plant expan- 
sion. And lack of price stability, 
if protracted, may act as a deter- 
rent to increased production of 
goods that are not fortified by 
substantial demand backlogs. All 
this will have a bearing on the 
needs for capital funds. 

The latest fall in prices with 
its deflationary implications is 
said already to have led to a ten- 
tative Government decision to 
string out the deflationary effect 
of debt retirement by going slow- 
er as originally planned. This 
may mean more credit money for 
expansion than otherwise would 
have been available, though bank 
borrowing is not the ideal solu- 
tion in many cases. 

Everything considered, there 
can be no absolute answer to the 
question: Is money for business 
expansion running out? There 
are signs of at least a potential 
capital pinch but the major prob- 
lem seems to be not so much an 
insufficiency of investment funds 
but a lack of equity capital. Liq- 
uid resources of individuals are 
still huge and national income 
high. While savings by individ- 
uals have declined sharply from 
inflated wartime levels, they are 
still large enough to maintain an 
adequate flow of investment 
funds, provided there is sufficient 
incentive. 

From the standpoint of long 
term economic stability, it is not 
desirable to increase materially 
the present ratio of borrowed 
capital to equity capital in the 
business structure. If the neces- 
sary equity capital cannot be pro- 
vided from within business en- 


terprises, (through reinvested 
earnings) it must become avail- 
able from outside sources. This 


means that a much broader mar- 


ket for equity securities is need- 
ed than has prevailed in recent 
years. Anything that creates such 
a market—and restoration of 
“incentive” is probably the prin- 
cipal stimulant—will solve in 
large measure any question that 
may exist about the sufficiency 
of capital to complete the post- 
war expansion of American busi- 
ness. Facilitating the creation of 
savings by appropriate revision 
of the tax structure is hardly less 
important. 





Around the World 





(Continued from page 609) 


trade deals with Russian satel- 
lite countries are widely looked 
upon as evidence of an independ- 
ent policy towards the U. S. S. R. 
in the sphere of commercial rela- 
tions. But emphatically rejected 
is the conclusion (drawn in some 
quarters) that such a_ trend 
might ultimately extend to higher 
politics. Fact is that U. S. and 
Britain are cooperating closer 
than ever in an effort to con- 
solidate their strategic positions 
vis-a-vis Russia. Business and 
politics are not being mixed. 





Promise vs. Results for 
Rail Equipments 





(Continued from page 589) 


from the standpoint of railroad 
revenues, will probably never re- 
gain its former eminence, the 
railroads may be expected to 
make greater relative purchases 
of passenger cars than in former 
years. Unfilled orders of 2,373 
units as of December 31, 1947 
assures full production for at 
least this year for the manufac- 
turers of passenger cars. The po- 
tential market is quite extensive, 
granted the apparent desire of 
the leading railroads to renovate 
their stock. The possibility of 
modest purchases for exports 
gives a moderate fillip to earnings. 
Producers of passenger cars have 
the same general problems that 
face freight car builders; i. e., 
heavy overhead, increasing com- 
petition, etc. But here, also, vol- 
ume operations could result in 
substantial profits. 
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INVESTMENT AND BUSINESS 


FORECAST ) and Markets 


of The Magazine of Wall Street 


To Meet Today’s Conditions 


Providing Specialized Service Carefully Designed 
—To supply you with greater investment security, income and profit 
—To keep your investment funds on a sound basis in the period ahead 














Diversified Programs 


a week ... through its eight 
page bulletin...The New Forecast, 
personalized to suit your capital and 
your objectives, will bring you three 
well-balanced programs: 


PROGRAM ONE 


% Stressing Security of Principal 
and Assured Income with Ap- 
preciation 
—High calibre issues with strong finan- 

cial and competitive positions—ample 
earnings and liberal dividend policies 
—with good market record; 


PROGRAM TWO 


% Dynamic Securities for Capital 
Building with Higher Dividend 
Potentials 
—Special situations for appreciation in 

seasoned companies with good market 
sponsorship—where earnings support 
current yield and rising dividend 
trends; 


PROGRAM THREE 


%& Low-Priced Opportunities for 
Large Percentage Profits 
—Growth companies—small and large— 

strategically placed; realistically ad- 
justed split-up shares of top-grade 
companies. Priced below $20 














Accurately Gauged Current Market Phase 


We have demonstrated our practical usefulness to our subscribers for 
. . anticipating the recent market reaction ... Forecast users were in 
a sound investment position. 50% liquid in Program |—For Investment 
Appreciation and Income; 85% liquid in Programs 2 and 3—For Capi- 
tal Building and Market Profits. They are fully prepared to capitalize 
on opportunities in the market phase in the making...to use their 
buying power for the greatest gains. 
Their advantageous position reflects our sound judgment of the cross 
currents developing from world economic and political changes . . . from 
the inevitable political expedients in this presidential election year . . . 
from the divergent outlook for business . . . for individual industries. 


Plus Sound Security Selection 


Our long established record for profitable selection is the result of con- 
tinuous research. We have an exceptional record throughout the years 
for selecting undervalued securities in favored industries . . . for avoid- 
ing laggards. 

We do not pretend that we are always right—no one can be—but we 
have done a profitable and outstanding job. 

At all times... particularly in periods of high selectivity such as now 
... you can turn to The Forecast for profitable investment advice just 
as you would consult a good lawyer, doctor, insurance adviser for 
ll achat counsel. 


The New Forecast Will Tell You... 


© Recommended position in each program so you may follow any 
one or all three; 


e What securities to buy...when to buy and when to sell... all 
under continuous supervision; 


@ When to contract or expand your position so you may use your 
funds to the best advantage. 


Mail Coupon Below to Know What Action to Take Now 
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The locomotive branch of the 
rail equipment industry is in the 
midst of a revolution, with vital 
developments still in the offing. 
Railroad motive power has come 
in for considerable research and 
experimentation. The gas turbine 
and the powdered-coal steam 
turbine have risen to challenge 
the Diesel engine. The coal in- 
dustry makes the claim that its 
steam turbine will be more eco- 
nomical to operate than the 
Diesel. The contest will bear care- 
ful watching. 


Diesels have made steady prog- 
ress during the last decade, hav- 
ing been found very useful and 
economical, both for passenger 
service and freight hauling. Their 
superiority over steam locomo- 
tives is generally acknowledged. 
The latter have made consider- 
able progress, such as minimizing 
track-pounding evils, enlarging 
capacity for fuel and water, etc. 
Whether such improvements will 
arrest the decided swing to 
Diesels remains to be seen. As of 
January 1, 1948, unfilled orders for 
locomotives were as follows: 30 
steam and 1192 Diesels, compared 
with, respectively, 64 and 534 the 
previous year. 


Demand Outlook 


Since locomotives are the most 
expensive type of railroad equip- 
ment per unit, purchases of ad- 
ditional or more efficient motive 
power tend to be postponed as 
long as_ possible. Locomotive 
builders normally experience dif- 
ficulty in selling new equipment 
to the railroads solely because 
existing equipment has become 
obsolete. While rebuilding and re- 
pairing offsets obsolescense to 
some extent, a point is finally 
reached when new power must 
be purchased. War deferred 
needs, prospects of heavy traffic 
for several years, and the need 
for economies to offset higher 
wage and material costs all com- 
bine to exert a powerful induce- 
ment on the railroads to step up 
restoration of their motive power 
during the next few years. Most 
important, the railroads at pres- 
ent have greater resources for 
such purchases than they have 
had for a good many years. That 
substantial purchases may be in 
the offing is indicated by the fact 
that the railroads have not made 
any large investments in locomo- 
tives since the Twenties. 


The locomotive branch is per- 
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haps the most competitive of all 
in the rail equipment field. Em- 
phasis on Diesels has made for 
many changes. No longer is the 
field dominated by three locomo- 
tive makers. General Motors cur- 
rently enjoys an important posi- 
tion in the Diesel-electric field. 
During the last sixteen years, its 
Electro - Motive subsidiary has 
built about two-thirds of the ap- 
proximately 4,000 diesel units 
now in service. New-comers, such 
as Fairbanks, Morse and Lima- 
Hamilton, have further intensi- 
fied competition. However, there 
is a broad market available in 
view of the fact that over two- 
thirds of the 35,000 steam loco- 
motives on American railroads 
today are over 25 years old. In 
spite of the heavy initial cost, 
the advantages of modern power 
units have been conclusively dem- 
onstrated. The purchase of about 
1,000 locomotives for domestic 
use would mean a high rate of 
activity for the leading pro- 
ducers. Foreign exports should 
be of increasing importance as 
Europe recovers. 


In the field of railroad special- 
ties, various prospects present 
themselves. Volume normally de- 
pends upon general railroad ac- 
tivity, the carriers’ repair pro- 
grams and orders for installa- 
tions in newly-built rolling stock. 
Forgings and castings manufac- 
turers derive material benefits 
from the automotive industry. 
Competition in some of these 
lines, such as miscellaneous cast- 
ings, has been keen. But because 
of patent protection and cross- 
licensing agreements, competi- 
tion in other lines has been rela- 
tively light. 

The specialty branch is often 
affected by the decisions of the 
Association of American Rail- 
roads and the ICC regarding rec- 
ommended or required devices on 
railroad equipment. The require- 
ment that all freight cars used in 
interchange service be equipped 
with AB brakes by 1949 indicates 
a backlog of millions of dollars 
for brake manufacturers. Future 
years will no doubt see the de- 
velopment and required installa- 
tion of specialty brakes for high- 
er operating speeds, combination 
empty and load brakes, etc. Since 
brake shoes and bearings are sub- 
ject to intensive wear, the high 
maintenance standards currently 
prevailing augur well for the 
manufacturers of such specialties. 
They are expected to be busy 


throughout this year and for 
some time to come. 

Producers of track accessories 
and supplies should also enjoy 
good business in view of the com- 
paratively neglected conditions of 
branch lines and areas of light- 
traffic density. It has been esti- 
mated that the war period 
brought about deficiencies in rail 
installations of over 1,000,000 
tons. 


Control Devices 


Manufacturers of signaling 
and train control apparatus 
should benefit considerably from 
1947 ICC order requiring instal- 
lation of block signals and addi- 
tional protection on 45,000 miles 
of high-speed lines. Estimates of 
the volume of such business vary 
from $250 to $350 million. Orders 
already placed have been quite 
large. Since the law requires that 
all equipment be installed by the 
end of 1951, several years of good 
business are virtually assured. 
Since competition in this field is 
orderely, profit margins should be 
well maintained. Earnings may 
be further boosted by the pros- 
pect of considerable work still to 
be done in auxiliary electrical 
and communications lines. 

Special car fleet operators are 
in a favorable position to enjoy 
the record consumption of pe- 
troleum derivatives, perishable 
foods, etc. Having demonstrated 
their efficiency, these private car 
lines are attracting an increas- 
ingly greater number of shippers 
who are abandoning their own 
fleets of freight cars in favor of 
contract service. The car leasing 
field has been relatively stable, 
despite highway competition. In- 
dications point to a continuation 
of this stability, with further 
good earnings in store for the 
major companies. 

By and large, the outlook for 
rail equipment makers is tied in 
closely with railroad revenues. 
The need for equipment is great; 
the funds at hand are presently 
ample. Shortages of materials are 
the main deterrents to all-out 
production. Higher wages and 
materials costs may prevent 
earnings of rail equipment con- 
panies from keeping pace with 
sales. But final results should 
nevertheless be satisfactory. The 
recent slight drop in order back- 
logs will no doubt be made up 
again in view of the improved 
outlook for the railroads. Net in- 


come for the rails this year 18 that 
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expected to come within shooting 
distance of the 1929 level. 

Market action of rail equip- 
ment stocks follows no uniform 
pattern. Shares of locomotive and 
car builders—being the most 
cyclical — fluctuate over the wid- 
est range. Car leasing equities 
have greater-than-average steadi- 
ness and normally sell at a more 
liberal price-earnings ratio. The 
good profit record of manufac- 
turers of signaling equipment 
and air brakes has resulted in 
their stocks selling at a relatively 
high ratio to earnings. Dividend 
disbursements have followed a 
similar pattern; i. e. spotty for 
locomotive and car _ builders; 
more liberal for the others— 
with certain exceptions in each 
case. 

Latest performance of rail 
equipment shares has been about 
in line with the general market. 
With many selling close to their 
1947-48 lows, they appear reason- 
ably priced in relation to prospec- 
tive earnings and dividends. 





Comparative Study of 
U. S. Pipe and A. O. Smith 





(Continued from page 599) 


the company’s “Smithweld” proc- 
ess and is protected by patents. 
The main plant of the company 
is located in Milwaukee, Wiscon- 
sin, with large and recently con- 
structed facilities at Kankakee, 
Illinois. 


_ Though volume of A.O. Smith 
ls running far below the wartime 
peak of $194.4 million established 
In 1945, during both 1946 and 
1947 it was almost three times 
higher than the average during 
the 1938-41 period and is enjoy- 
Ing a Well sustained uptrend. For 
the fiscal year ended July 31, 
1947, sales of $91.7 million were 
reported and during the October 
quarter they amounted to $32.1 
million, or at an annual rate of 
$128 million. 


The significant aspect of these 
gains is that all divisions of the 
company contributed to their 
realization, and that for the most 
part increased physical output 
lather than price lifts accounted 
for them. As the outlook for im- 
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Proved steel supplies brightens, 
the insatiable demand for auto- 
motive essentials and pipe for the 
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that volume gains during 1948 


FEBRUARY 


1948 


may become still more impres- 
sive. And the company itself de- 
scribes the expansion in orders 
pouring in upon the A. O. Smith 
Electrical Company as “astound- 
ing.” 

A. O. Smith’s long established 
trade position with the automo- 
tive industry, and the sustained 
demand for its products from 
this source likely to endure for 
several years to come, indicate 
that sales in this direction will 
continue at record peacetime 
levels, unless steel supplies prove 
inadequate or labor troubles in- 
terrupt operations. Subject to the 
foregoing qualifications, the same 
thing applies to the company’s 
output of pressure pipe for the 
oil and gas industry. Backlog or- 
ders of this division are so sub- 
stantial that no possibility of 
catching up seems in sight until 
possibly by 1951. Present plans 
of the natural gas concerns alone 
envisage laying over 20,000 miles 
of new pipe as fast as it can be 
delivered, not to mention long 
lines to be installed by the oil 
industry in the Middle East and 
here at home. A. O. Smith stands 
to benefit extensively from this 
huge demand, not only because of 
its large capacity but also due to 
the prospect of a firm price struc- 
ture. Two of its leading competi- 
tors in the field, Jones & Laugh- 
lin and National Supply Com- 
pany have just announced price 
boosts for pipe of from $6 to $10 
per ton, leaving other concerns 
free to follow suit as perhaps 
they may do in due course. 

Operating margins of A. O. 
Smith have varied considerably 
from year to year, sometimes in 
line with different volume levels 
and again, as in 1946, because of 
strikes and reconversion prob- 
lems. From the appended table it 
will appear that the company’s 
break-even point in 1938 and 
1939 was a volume close to $20 
million annual sales, though that 
helps little to establish it under 
current conditions, with costs 
now far above prewar. 

During war years, operating 
Margins averaged about 15%— 
about double the 10 year average, 
but taxes cut net profit margins 
to around 4.2% compared with 
5.75% during 1940-41. Abnormal 
operating conditions during 1946 
reduced operating and net profit 
margins to .6% and .7% respec- 
tively, but for the 1947 fiscal 
year they showed as 4.3% and 
3.9% respectively. In the final 
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quarter of 1947, net profit mar- 
gins rose to 4.6% on increased 
volume, but until more complete 
data are available, the operating 
margin for that quarter remains 
obscure. 

If per share net earnings of 
$3.04 for the December quarter 
are used as a yardstick for poten- 
tial current fiscal year earnings, 
the company may show as much 
as $12 per share earned, up more 
than 60% from the $7.19 re- 
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ported for 1947. During the de- 
cade prior to 1940, earnings of 
this concern were drab, with 
deficits marking its record in more 
than one year. During the follow- 
ing eight years, however, opera- 
tions were very satisfactory, es- 
tablishing average earnings equal 
to about $6.70 per share during 
this period. As matters now look, 
average results for the 1940-50 
decade may show still further im- 
provements, for indications are 
strong that no slackening in de- 
mand is probable from the auto- 
mobile, oil and natural gas in- 
dustries during the next years. 
Should ultimately declining 
production of numerous forms of 
durables in other fields tend to 
ease the supply of steel, A. O. 
Smith should be the gainer both 
as to increased output and possi- 
bly as to wider profit margins 
also. No cut throat competition 
is in sight for either the manu- 
facturers of welded pipe or auto- 
mobile frames, thus lending as- 
surance that profit margins will 
be maintained at a satisfactory 
level. Indeed, the bulk of frames 
produced in the country come 
from the plants of A. O. Smith 
and of Midland Steel Products. 
The working capital as of July 
31, 1947 amounted to $21.6 mil- 
lion and the current ratio of 2.5 
revealed a sound financial posi- 
tion. Inventories of $35.8 million 
at that time had more than 
doubled compared with a year 
previous but seemed warranted 
by the pressure of mounting 
sales. Should additional working 
capital be needed, the company’s 
strong credit position should 
make this rather easy. No pre- 
ferred stock is outstanding and 
aside from $6 million notes 
placed last year, no term notes 
are ahead of the common stock. 
500,000 shares of $10 par com- 
mon comprise the sole capitaliza- 
tion. As dividend distributions 
have been held to $1 per share 
annually for the last six years, it 
has been possible to retain sub- 
stantial amounts of earnings. 


At a recent price of 48, A. O. 
Smith shares carry little appeal 
as to current yield, though an in- 
dicated price-earnings ratio of 
around 4 adds speculative attrac- 
tion to them. At times during 
both 1945 and 1946, these equi- 
ties topped 90 in price and their 
range during 1947-48 was 6214 
—high, low—38. The considera- 
ble degree of volatility exhibited 
reflects the cross currents of con- 
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fidence engendered by the com- 
pany’s excellent current earn- 
ings and earnings prospects, and 
awareness that its status in pre- 
war verged on the marginal. 


The latter particularly tends to 
recall the highly competitive con- 
ditions in the auto frame busi- 
ness prevailing in normal times, 
and the likelihood of their return 
when the sellers’ market in auto- 
mobiles is a thing of the past. 
But as against this, demand for 
pipe should remain vigorous and 
prolonged, pointing to above 
average earnings power for the 
company even when automotive 
profit margins shrink. For in- 
vestors inclined to look ahead 
rather than behind, this should 
be a constructive element. 





Prices and Wages 





(Continued from page 615) 


Any discussion of price trends 
—which in turn have governed 
wage trends—would be incom- 
plete without reference to one of 
the principal causes of price in- 
flation: high food costs. Their 
phenomenal rise was not alone 
due to peak consumer income and 
ful employment plus heavy for- 
eign demand for our foodstuffs, 
but in large part to the Govern- 
ment’s farm policies which have 
directly promoted high food 
prices. Sky-high agricultural 
prices have now begun to fall on 
their own weight, yet already one 
hear talks of support measures 
to prevent further declines. This 
makes no more sense than sup- 
porting farm markets at a time 
when abnormal demand was 
pushing prices into the strato- 
sphere, when food costs were se- 
verely pinching consumer budg- 
ets, when labor as a result clam- 


. ored for progressive wage boosts 


which in turn accentuated price 
inflation all around, when the 





Government was publicly warn- 
ing against the dangers of acute 
inflation to our economy. A rever- 
sal of this policy is called for. 














Wages and Prices, 1939-1947 | 
Source: Bureau of Labor Statistics | 
Average Average Cost | 
Hourly Weekly ° 
Earnings Earnings Living 
Date (Cents) (Dollars) 1935-9=100 
1939 Annual 
Average . 63.3 23.86 99.4 
Jan., 1941 
(Little Steel) 68.3 26.64 100.8 
April, 1943 
Hold-the- 
Line) . 94.4 42.48 124.1 
Aug., 1945 
(V-J Day)... 102.4 41.72 129.3 
Jan., 1946 100.4 41.15 129.9 
June, 1946 108.4 43.31 133.3 
Jan., 1947 . 116.1 47.10 153.3 
June, 1947 122.6 49.33 157.1 
July, 1947 123.0 48.98 158.4 
Aug., 1947 123.7 49.19 160.3 
Sept., 1947 124.9 50.45 163.8 
Oct., 1947 125.7 50.98 163.8 | 
Nov., 1947 126.6 51.02 165.0 | 











Changes in Wages and Prices 
Source: Bureau of Labor Statistics 


Percentage Increases Between Selected 
Periods and November, 1947 


Average Average Cost 


Hourly Weekly ° 
Period Earnings Earnings Living 
1939—Nov., 1947 .... 100.0 113.8 66.0 
Jan., 1941— 
Nov., 1947 0000... §=©85.4 91.5 63.7 
Apr., 1943— 


Nov., 1947 uu. «= 34.1 20.1 33.0 
V-J day—Nov., 1947 23.6 22.3 27.6 
Jan., 1946— 








Nov., 1947... 26.1 24.0 27.0 
June, 1946— 
| Nov., 1947... 168 17.8 23.8 























Nature has taken a hand. The 
improved crop outlook, at home 
and abroad, has toppled agricul- 
tural prices from their artificial 
peaks. If nature is allowed to take 
its course without interference of 
unrealistic support policies, we 
are likely to witness a degree of 
price adjustment in the food field 
that will not only arrest but re- 
verse the long sustained uptrend 
in living costs to an extent that 
will greatly facilitate an equita- 
ble solution of the wage problem. 





Market Facing 
Additional Test 


(Continued from page 571) _ 
people putting their estates in 
order. 

The longer results of the eco- 
nomic adjustment will be all to the 
good, but cannot be painless nor 
can it be completed in a matter of 
weekse The stock market is already 
ahead of it, and no doubt will stay 
ahead of it. We can see the bear 
market winding up, in an out- 
standing buying opportunity, some 
time in 1948; even conceivably 
within the first half of 1948. 
Meanwhile, however, there are 
surely further downside tests in 
the offing, and just where the final 
low in the averages may be is re- 
ally anybody’s guess. All we can 
say on that is that our tentative 
thinking is moderate, rather than 
extreme. Indeed, we are confident 
that real extremes, either in the 
market, or economic correction 
can in all probability be ruled 50% 
Continue to maintain around 50% 
reserves. —Monday, February 23 
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A First Step in Your Program for a 


PROFITABLE 1948 


T RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 


part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 


purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 


submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL Street. A Background of forty years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 

















COLUMBIA GAS SYSTEM 
IN 1947 


From The Annual Report of ° 
Columbia Gas & Electric Corporation 


By most standards, 1947 was a highly successful 
year for the Columbia Gas System. The subsidi- 
ary operating companies delivered more gas to 
their customers than ever before. Gas earnings 
reached the highest in history. And more money 
was distributed in dividends than has been paid 
for many years. 


But while these results were achieved, the Sys- 
tem did not escape the inflation that beset most 
business in this country. Costs were higher, ma- 
terials hard to get. And because of shortages, we, 


in turn, were unable to deliver all the gas our 
customers wanted. 

In the months to come, the facilities of this 
public service will grow. More and more gas 
from the more than adequate reserves will flow 
through Columbia’s lines. 

And because the gas we furnish has become 
such a vital force in the economic development 
of the communities we serve, we have an abiding 
sense of responsibility in bringing a constantly 
improving service to them. 





Columbia serves natural gas to a million 
homes and businesses in Ohio, Pennsyl- 
vania, New York, Kentucky, Virginia, West 
Virginia and Maryland; and delivers gas to 
other public utilities in this area which, in 
turn, sell gas to another 800,000 customers. 


In 1947 there were 26 days in December 
when the System delivered more than a 
billion cubic feet a day, and for the year, 
Columbia delivered a total of 231 billion 
cubic feet, a gain of 18.5 per cent over 1946. 


Tremendous peaks created by this un- 
precedented demand were met in part by 
building 12 liquefied petroleum plants; by 
storing more gas underground; by bring- 
ing more gas into the System from Texas, 
Lovisiana, Oklahoma and Kansas. 


Even with 1947 sales at an all time high, 
gas reserves of the System increased to an 
estimated 612 trillion feet, 242 trillion of 
which are in the Appalachian area and 4 
trillion under contract from Southwest fields 
—enough natural gas to supply existing 
and prospective customers for many years 
to come. 


6,000,000 - We APPALACHIAN SOUTHWESTERN 
RESERVE GAS CONTRACTS " 


Z UNPROVEN 
5,000,000 - 77) as neseave’ 


Columbia spent $30,594,411 for production, 
storage, transmission and distribution fa- 
cilities in 1947. To meet the still increasing 
demand for this clean, convenient low-cost 
fuel, the System plans to spend an addi- 
tional $111,000,000 in 1948, 1949 and 1950. 




















SUMMARY OF NET INCOME 


1947 
Total Per Share 
$16,665,568 $1.36 


$1.10 


DIVIDENDS PAID 
IN 1947 


Per share 


1946 
Total Per Share 
$14,678,746 $1.20 
4,986,762 Al 


$ 9,691,984 $ .79 


$11,955,174 
3,417,807 


Consolidated net income 

Portion retained by subsidiaries 

Balance representing parent company 
net income 

Portion required for retirement of 
debentures 

Balance available for distribution to 

Total $0.75 Columbia Gas & Electric Corpora- 

tion common shareholders or other 

corporate purposes 


Regular 
Dividends . . . $0.60 


Extra 
Dividend.... 0.15 


$13,497,745 $ 8,537,367 


2,000,000 16 2,000,000 16 2,000,000 








$11,497,745 $ 94 $ 7,691,984 $ .63 $ 6,537,367 











COLUMBIA GAS SYSTEM 


COLUMBIA 
A 


The Manufacturers Light and Heat Company The Ohio Fuel Gas Company United Fuel Gas Company 
Atlantic Seaboard Corporation Amere Gas Utilities Company Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation Big Marsh Oil Company Central Kentucky Natural Gas Company 
Binghamton Gas Works Cumberland and Allegheny Gas Company Eastern Pipe Line Company 

















Gettysburg Gas Corporation 
Natural Gas Company of West Virginia 


Home Gas Company 





Virginian G line & Oil C 


The Preston Oil Company 


The Keystone Gas Company, Inc. 
Union Gasoline & Oil Corporation 











